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Question; 


Why are you unwilling to recuse yourself? 


Answer; 

• First, your obvious point is that I should not play any role in the RTC's eventual 
decision to pursue a civil claim, or not pursue one, in the Madison Guaranty 
matter. Well, I probably will not be doing so. 

• . My appointnrwnt as interim CEO under the Vacancy Act expires on March 30, 

1994. I will have no role with the RTC beyond that date unless a nomination 
for permanent CEO has been sent to Congress. That is unlikely. Plus, the RTC 
General Counsel has advised me that any recommendations she makes on 
Madison Guaranty will not be formulated before that tinw. I will, therefore, 
most likely have no role in the RTC's decisions on the matter. 


nm 



Ouuiifliu 


If the Administration were to submit a nomination to the Senate before your 
Vacancy Act appointment expires, will your appointment automatically be 
extended? If so, how can we be certain that you will not be the CEO when a 
decision is made? 


AoiSttit: 

e It is correct that the submission of a nomination to the Senate would be 
« Extended the appointment. However, in my view it is very unlikely that a 
nomination will be formally submitted by the end of March. 

But what if a nomination were submitted? 


e I would have to evaluate the situation. But, frankly, I think it Is extremely 
unlikely. 


tntf 



Quaaijfla: 


You still should recuse yourself. Why don't you? 


Answer: 

• As I said, the point is probabiy moot. Most likely. I'll have no role in any RTC 
decisions on pursuing a civil claim in the Madison matter. 

e Also, I consulted both with the relevant RTC ethics officer and with the 
• relevant Treasury ethics officer. 

e Both ethics officers advised me that there was no requirement for a recusal in 
this matter. The specific statutes and regulations involved do not define this 
as a case requiring recusal. 

a Both ethics officers advised me that any decisions on recusal normally would 
be made when a matter is ready for decision. The Madison matter, as I've said, 
is not ready. 





4310 


3 


Quattlon: 

Doesn't your relationship with The President and Mrs. Clinton require a recusal? 
Isn't there the appearance of a conflict of interest? 


Answer: 

• First, as I said. I'll probably not be playing any role in this matter. 

e Second, I'm playing no role whatsoever right now in the RTC's investigation of 
> this case. I've seen no documents. I've had no conversations at all on where 
the Investigation stands. I have no idea what recommendations the General 
Counsel will reach. They probably will be completed after I've left. 

e Third, I might point out the RTC referred this matter to the Justice Department 
for possible criminal review last October. I was also interim CEO at that time. 

a I was advised at that time that such a review was being conducted and that a 
decision on referrai to Justice would be made. 


Question: 

Were you asked how it shouid be handled? 


Answer: 

As certain Treasury and FTTC officers will attest. I took the position that normal 
procedures should be followed. If such a decision on referral was typically 
made at the regional office level, my view was that it should be made that way 
in this matter. 


// 776 
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What conversations/contacts have you had with The White House on this 
matter? 


AOlSKiU 

. • Tve had one brief meeting and one incidental conversation. Approximately 
^ree weeks ago, Jean Hanson (Treasury General Counsel) and I requested a 
» meeting with Mr. Nussbaum, White House Counsel. 

e The purpose of the meeting was to describe the procedural reasons for the then 
impending February 28 deadline: Due to the Completion Act, the statute of 
limitations was retroactively reinstated for certain types of civil claims (those 
relating to fraud and certain claims relating to intentional misconduct); as it 
related to Madison Guaranty, it would expire the end of February. Finally, if the 
RTC were to determine that any such claims existed, the RTC would have to 
determine whether to seek a tolling agreement or commence litigation. 

e We made clear that we had no idea at all what decision would be reached. I 
did say, however, that if I received a clear recommendation from the RTC's 
chief legal officer, I would follow it. I also said that I was reserving judgment 
on a recusal. 

• We were only asked one question. Did the RTC intend to provide the same 
briefing on the RTC's processes to attorneys for the parties in interest. I said 
that I assumed so but would check with the RTC General Counsel. 

e Jean Hanson did check and was told ”in due course.” I said "fine”. 


// 77 / 
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Question; 

Why did you brief the White House on those processes? 


Answer; 

• Solely to ensure that they understood the legal, procedural framework within 
which the RTC was working. (If you recall, at that time the February 28 date 
was the subject of major attention in the Congress and the press.) it is not 
uncommon for meetings of this type to take place. The meeting could have 
• taken place between the lawyers: this was simply a legal briefing with a larger 
audience. 


Question; 

Who else attended that meeting? 

Aniwtf; 

• Mr. Ickes, Ms. Williams and one of Mr. Nussbaum's assistants. 
Question; 

Were there any other conversations at all? 


• The only other discuaslon - which lasted about five minutes - occurred later 
when I indicated that I was not inclined towards a recusal. 

Qimiignt 

Has the White House attempted to influence your decision on these maners? 


No. It is understood that the RTC must complete the task that it has been 
given and, of course. The White House respects the independence of the RTC. 


//77Z. 



Queatlon: 


Are you a close friend of the Clintons? 


Answer: 

• ' I know them well. yes. 


Do you consider yourself a FOB? 


Answer: 

• Yes, as I understand that term to be used. 


Qiwrion; 


Do you think your relationship with The President should disqualify you from 
playing any role in Madison? 


Answer: 

d As I said, I probably won't ba playing any role. If I ware to play a role my 
answer would ba no. vyhan I was advised that a rafarrai to Justice was likely, 
my position was that all the normal procedures should ba followed. In that 
case, such decisions are often made by regional offices and my view was that 
nothing should ba diftarant. 

a That would ba my stance on Madison. If I receivad a clear recommendation on 
it from the chief legal officer. I'd follow it. 

a I've never played fevoritas on sensitive matters, lot alona one of this sensitivity, 

and I wouldn't do so hare. 


//773 



Question: 


Have you attempted to influence the RTC's review of the Madison Guaranty 
maner or the outcome of its decision? 


Answer: 

• No. 


Question : 

Why did the Treasury General Counsel accompany you and not the RTC 
General Counsel? 


AoasaEic: 

e We discussed only the broad procedural framework of the statute of limitations 
issue and the presence of the RTC General Counsel was not necessary. No 
specifics were, or were intended to be discussed. 


1177 ^ 



QUfiSlifiQ: 


Ricki Tigert chose to recuse herself. You didn't. What's different about the 
two cases? 


e I can't comment about Ricki Tigert's decision. I haven't discussed it with her. 
I don't know the FOIC procedures which pertain to it. It's not my role to 
speculate on her decision. 


n ns 
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QufillifiQ: 

Have you issued any instructions to RTC staff on this investigation? What 
were they? 


AouUtffiC: 

• I advised the Deputy CEO and the General Counsel of the RTC that I expected 
that all standard procedures would apply to the RTC's handling of this matter. 
Other than that, I have issued no instructions. 


U776 
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QuMtton: 

Have any other officials of the Treasury Department been involved in any 
discussions relating to the RTC's handling of Madison or related manors? 


Answer: 

• I and a very limited number of my Treasury staff have been briefed oeneraiiv 
by RTC staff on a variety of issues related to the RTC's review of the Madison 
matter. Topics include: 

• RTC procedures related to document requests; 

• the causes of action that might be available to the RTC that fall within 
the extension of the statute of limitations contained in the RTC 
Completion Act: 

• the normal criteria applied by the RTC in seeking an Authority to Sue, 
toiling agreements with potential defendant, etc.; and. 

• the applicable statute of limitations and a chronology of the Madison 
maner beginning in 1989; 

• No discussions of the actual decisions to be made by the RTC as to whether 
any claims exist and should be pursued against specific persons in connection 
with Madison have been held by me or other Treasury staff. 


/<77 7 
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Quaation; 

Why did the Treasury people participate? 


Answer; 

• From the outset of my appointment I involved a limited number of Treasury 
staff to provide support as necessary because there was no permanent General 
Counsel and no Deputy CEO, and more of my attention was required. 


nm 
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Qu*>«fa«n! 

What discussion with RTC staff have you personally had on Madison? 

Answer! 

• I have had some discussions with the Deputy CEO and General Counsel 
regarding the procedures being followed by the RTC. As I have repeatedly said, 
I have insisted that the RTC follow established procedures that are used in any 
other case when dealing with this matter. 
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OuMtton; 

Are you typically briefed on specific PLS cases? 

Answer: 

• Not generally. But in this case I have received numerous inquiries from 
Members of Congress for information, which has required an understanding of 
the issues in order to adequately respond. 

;i7?® 



Qusaiifia: 


Why has the Treasury General Counsel been so active in this whole matter? 
She has no responsibilities at the RTC. 


Answer: 

• Th# Treasury General Counsel to my knowledge has not been active in the 
Madison matter. 

• • the RTC's General Counsel has been directing its efforts and has counseled me 

about the procedures being followed in the investigation. 


/I 7fl 
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Question: 

What discussions on Madison have you had with Secretary Bentsen? 


Anaww; 

e I have had three brief discussions with Secretary Bentsen on matters relating 
to Madison. 

e I alerted him that there was a possibility of criminal referrals being made in late 
• September. 

e In eerly February I described to him the process that the RTC was undertaking 
in connection with its review of Madison in light of the then impending 
February 28 deadline, and that I had received congressional inquiries on 
whether I would recuse myself from the matter. 

e I told him that I was reserving judgment on the refusal. 

e Somewhat later I told him that I was not inclined toward a recusal. 


Question: 

Why did you have those conversations? 


AoutlC: 


e To give him a "heads up* so that he would not be caught by surprise if he was 
to receive inquiries on these matters as Chairman of the Oversight Board. 


/I7?i- 





What has he said to you about the Madison investigation? 

Answw: 

• Nothing. 

Qutitlon: 

Do you moan that ha said nothing during your conversations? 
Answer; 

e Only that he appreciated the "heads up". 


inrb 
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Question; 

Has the Justice Department told the RTC what it can and cannot tell the 
Congress in matters relating to Madison Guaranty? 


Answer: 

e I was advised the RTC had discussions with the Justice Department regarding 
the release of specific information contained in a criminal referral. 

e ‘ The RTC regularly discusses such issues with Justice to ensure that RTC 
disclosure of information will not compromise any Justice investigation. 


intM 
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Quaatton: 

Does Treasury have any documents relating to Vince Foster's death? 


Answer: 

e We recently received a Congressional request for such documents. Our search 
to data had identified several Bureau of Alcohol, Tobacco and Firearms and 
Secret Service documents. 


Question : 

What is the Department doing in response to that Congressional request? 


Answer: 

• We continue to search our files for responsive material. In addition, as you are 
aware, the jurisdiction of Independent Counsel Robert A. Rske includes looking 
into the investigation of Mr. Foster's death. Accordingly, we have referred to 
the Independent Coun^ the documents that we have located and have asked 
the views on whether they can be released. 


Queetion; 

e Why do those bureeus heve documents related to the investigation of 
Mr. Foster's deeth? 


Aaaati 

• ATF was asked by the Park Police to do laboratory analysis of physical 
evidence the Perk Poliee hed collected in their investigation of Mr. Foster's 
death. Secret Service generated documents in connection with their 
responsibility for physicsl security at the White House, including Mr. Foster's 
office. 


in$s 





Why don't you release them? 


Aomfic: 

• We have an obligation not to jeopardize an ongoing investigation. Although we 
believe that, at least a portion of them will not be relevant to the investigation, 
Mr. Fiske is conducting the investigation and it is his decision what documents 
can be released. We hope that he will give a prompt reply to our request that 
» he make conclusions about these documents. 





Qu«stlon: 


• Secretary- Altman, has the RTC been in contact with the Independent Counsel 
Robert Fiske? Have you participated in these conversations? 


Answrer: 

• I understand that there have been several telephone conversations with Mr. 
Fiske and his staff and RTC staff regarding various procedural matters. 

• e I have not participated in any of those discussions. 


/if?? 
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OuMtkwi; 

Tell us about the documents which the RTC provided to Mr. Fiske. 


Answer: 

• The RTC is cooperating fuliy with the Independent Counsel. I am advised that 
in order to protect Mr. Fiska's investigation I should not comment on 
documents produced to him. 


QueatkMit 

Who at the RTC has access to these documents? 

Answer: 

e I only know that the RTC's General Counsel has access. Beyond that I cannot 
comment. 


/I7?f 
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Qu««llon: 

What is tha RTC doing to get those documents it has previously provided the 
Justice and Mr. Fiske back? 


Answer. 

• I understand that the RTC maintains copies of any documents in its possession 

which it has provided to the Independent Counsel. 


Are there other doeutnants which the RTC needs which it can't get? 


Answer; 

e The RTC is goiitg to investigata the facts, and seek aN doeumants which are 
relevant. Obviously it wants to make litigation decisions on the best 
information in existanea and will do whatever is necessary in order to obtain 
the information it needs. 


Illtj 





Why shouldn't the investigation of Madison be done solely by the Independent 
Counsel appointed by the Attorney General instead of the RTC conducting its 
own investigation? 


AoiStfit: 

e The RTC is required by law to maximize the recoveries of assets from failed 
institutions in RTC conservatorships or receiverships and the RTC is without 
authority to delegate its responsibilities in this matter. 


/|7?o 
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Quastion; 

Secretary Altman, has the RTC investigated the Rose Law firm and whether or 
not it correctly represented possible conflicts when soliciting business with the 
RTC7 


Answer: 

' e I understand that the General Counsel received a report prepared by the RTC 
Office of Contractor Oversight. The report was presented to the FOIC during 
' its investigation of the Rose Law Firm. 

e With respect to the Office of Contractor Oversight report, the General Counsel 

has also advised me that the report does not contradict the information 
reviewed and the conclusions reached by the FDIC. 

e The FDIC, as exclusive agent for the FSUC, was the original conservator of 
Madison and as such, retained the Rose law firm hot the RTC. As you know, 
the FDIC has investigated the circumstances arising out of that relationship and 
has released the report. Perhaps Acting Chabman Hove might like to briefly 
expand upon the report. 


NOTE: If questioned about other RTC institutions whore the Rose Firm was 

hired - We can get that tar the record. 


//79I 
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QuMtien: 

Aw you awaro of tha connections between the Rose Law Firm and Madison 
and/or Whitewater? 

Answer: 

e I only know what I read in tha newspapers. 

/(712 
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Why is ths RTC rsfusino to provids intormstion about Madison and Whitawatar 
to this Committaa? 

Anamtar : 

• To data tha RTC has not racaivad a raquast from tha Committoa and is 
cooparating to tha fuMast axtant possiMa undar tha law with tha invastigationi 
by individual Mamb ar a of Congrass. 

% 
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Qyitton: 

Haven't you refused to provide specific information to members of the 
Committee and their staffs which they have advised you is extremely important 
to their carrying out of their duties? Why has the RTC taken the position that 
an individual Member of Congress only has the standing of an average citizen 
when making requests of the agency for information? 


Answer: 

• ‘ First, let me say that the RTC has attempted to cooperate as fully as possible 

under the law with document requests by individual Members of Congress. 

e We have provided volumes of information to individual members of Congress 
regarding Madison Guaranty. We have sent 6,500 pages of material to Senator 
O' Amato and have been providing documents to Congressman Leach's staff 
since late December of last year for a total of 13,000 pages. 

e The RTC has taken the position that requests for Information from individual 
Members of Congress have the same standing as FOIA requests and are subject 
to the same exceptions. There is no credible legal theory or authority to the 
effect that the law is otherwise. 

e Providing privileged information to an individual member of Congress would 
likely waive all applieabla privileges and could result in other violations of law. 

e RTC's position is consistent with that of other agencies and of the Department 

of Justice. 

e We are most concerned that we not take steps which would impair the RTC's 
and the Independent Counsel's ability to carry out their responsibilities or 
violMe ralavant law. 


/1 79V 
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What ara tha problems with releasing aii the requested documents to individual 
Members of Congress? 


. • Absem a request from the Committee, the RTC Is llmitsd in what it can provide 
M individual Members of Congress in the following areas: 

a Information regarding the personal and corporate finaneiai records in its 
p os se s si on; 

a Information relating to criminal investigations: 

a information which is privileged: and, 

a Matarial relating to possible civil litigation. 

a Belease of thesa typas of information to individual M e m ber s of Congress could 

jeopardias the govemnients's ability to bring and subsequently prosecute both 
civil artd criminal matters. 

a In addWen, tha rele as e of certain information could be a violation of tha Privacy 

and Trade Secrets Acts that in turn would lead to po ss irte liability to the 
gove mn f>em offi ci a l responsible for their r e l e as e and to tha government as well. 
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Qyttion : 

As a Committee member (Minority Member) and as participant in this hearing, 
I am formally requesting that you supply the material previously requested (by 
Rep. Leach/Sen. D'Amato). 


Anawtr: 

. • As previously stated, it is the RTC's view that a request from an independent 
member of a committee does not constitute a request by the committee. 

ft 

ft Thft RTC is in somsthing of an awkward position. Ciarification raaiiy shouid b« 
providod by tba Committsa as to whsthar a raquast during tha hearing from an 
individuai mambar constitutes a fdrmai request by tha Committaa as part of this 
hearing. 


WQTl; You shouW be awara that tha second rasporaa couW antagonize Senator 

Riagla. 
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OuMtion : 

As the Chairman of this Committee, I am requesting that the RTC provide the 
information requested to the majority and minority staffs of this Committee. 


An»wtr: 

• The Justice Department and tha Independent Counsel, Mr. Rske, has requested 
that with respect to Madison, the RTC make no infbrmation available about 
criminal referrals without its consent. 

• The RTC, in addition to its obligations to comply with the law the RTC is deepiy 
concerned about the provision of information which could have a negative 
impact on its investigation or litigation of any matter. 

• I would also request on behalf of the RTC that appropriate sataguards be 
implemented efter consultation with the staff of the Committee to protect the 
confWemiality of infbrmation and to preserve the privileged nature of any 
infbrmation which might be disclosed. 

e Mr. Chairman, the RTC will respond as to its position on this request 
expeditiously after consultation with the Independant Counsal and tha Justice 
Department. 


/1 77 7 
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Quastten: 

Has the RTC applied this policy for all document requests by individual 
Members of Congress? 


Answer: 

e The RTC's policy with respect to this type of matter is a non*partisan one. The 
RTC has treated Democrats similarly to Republicans. The RTC has previously 
provided privileged information to Congressional Committees with safeguards 
- such as a promise of confidentiality or under threat of subpoena which protects 
the agency from a claim that its privileges have been waived by disclosure to 
Congress. For example, the RTC has disclosed: 

e Information reoardino Southwest Savings litigation requested by a 
majority member of the Senate Banking Committee. The information 
was disclosed only after the RTC received a (written] promise of 
confidentiality from the [Committee]; 

e Information regarding HomeFed requested by the majority of the House 
Banking Committee. The Chairman of the Committee, in writing 
threatened to issue a subpoena for the requested material; 

e Information protected by the Privacy Act requested by a majority 
member of the House Subconvnittee on Civil Service (Rep. Schroeder) 
was denied originally and released only after a promise of confidentiality 
by the Chairman of the Subcommittee. 

A In the absence of such safeguards, the RTC would have to consider ail its 
options in order to avoid jeopardizing its statutory obiigations. 


i\ m 



4339 


23 


QuMtlon: 

How many criminal referrais were made by the RTC relating to Madison? When 
were they made? Could you provide a copy of these referrais to the committee? 


Answer: 

• It is the policy of the RTC not to discuss criminal referrals on an institution 
specific basis; 

. • All questions concerning criminal investigations should be directed to the 
Justice Department, and in the case of Madison Guaranty to Independent 
Counsel Robert Fiske. 
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QuMtton: 

What are the RTC processes for criminal referrals? What were the RTC 
processes which led to the decision in October to refer this to the Justice 
Department? 


Answer: (ELLEN TO TAKE THIS QUESTION) 

- • it is standard RTC practice to review institutions for criminal activity sometimes 

even after the statute of limitations on civil claims has expired and to make 
criminal referrals where warranted. Those reviews are conducted in RTC field 
offices and referrals are made directly from the field offices to the appropriate 
U.S. Attorney's office. 

a It is the policy of RTC Investigations to make criminal referrals where there is 
a reasonable basis to believe that a crime has been attempted or committed. 


Were you told what names would be included in the referral? 


a Yas, I was told. 


Who were they? 
Anaweri 

a I cannot comment. 


/IJoo 



Who was involvad in that dscision? 


Aianaii 


I am not sura. Normally, raf^rrals ara mada by tha Criminal Coordinator 
working for l^'s Invastigatiofts unit in tha fMd offiea. 
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QuMtlon: 

When did the RTC first turn its attention to Madison? 


Answer: (ELLEN TO TAKE THIS QUESTION) 

# The RTC became responsible for resolving Madison's affairs on 
August 9, 1989. 

e Madison Guaranty Savings was declared insolvent and placed in 

conservatorship on February 28, 1989. 

e The Federal Home Loan Bank appointed the Federal Savings and Loan Insurance 
Corporation rFSLICI to serve as Madison's conservator. 

e By agreement between the FSLIC and the Federal Deposit Insurance 

Corporation ("FDIC”), the FDIC immediately became the Managing Agent for 
the Madison conservatorship. 

e The FDIC managed the conservatorship until ("FIRREA”) was signed into law 
on August 9, 1989. 

e The FDIC remained the* managing agent for the RTC until the Resolution Trust 
Corporation Refinancing, Restructuring, and Improvement Act of 1 991 became 
effective in December of 1991. 





Quastton : 

Who in the RTC was involved at the beginning? 

Answer: 

e I don't know. 


/I JOS 





• When did the Medison matter first come to the attention of the RTC's 
Washington office? 

Answer; 

• I don't know. 


lltoH 



Why wasn't a claim pursued before the statute of limitations lapsed? 


Answer; (ELLEN TO TAKE THIS QUESTION) 

e The original statute of limitations for director and officer and other professional 
liability claims was not "permitted to lapse". 

e The statutes of limitations for PLS matters in thrifts under RTC control were not 
permitted to expire without either filing appropriate civil actions, settling claims 
prior to filing or reaching a decision to close investigations because the dual 
criteria of viable and cost-effective claims could not be met. 

a The decision not to pursue ciaims against former officers, directors, attorneys 
and appraisers for Madison was based on these factors. 

e Madison filed suit against Frost and Co., its accountants, in 1988, and the 
government continued to pursue these claims. In *1991, the RTC settled with 
Frost. 


/(?«s 



fiUlUiga: 


Who made tho docision to permit the originel statute of limitations to expire? 


Answer: (ELLEN TO TAKE THIS QUESTION) 

e The investigations into all Madison professkmal liability matters, other than the 
audit failure case against Frost & Co., were closed by officials in the FOIC Legal 
Division responsible for RTC matters and by officials in the RTC Office of 
Investigations, (dual sign offs) 

e The settlement of the audit failure case was approved by officials in the FDIC 
Legal Division rasponsiblafbr RTC msttara and by business officials of the RTC. 
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Question; 

Why has it been almost five years since Madison failed and no civil action has 
been taken while many criminal referrals have been made? 


Answer: (ELLEN TO TAKE THIS QUESTION) 

e While an in-depth response concerning the actions taken by he RTC in 
connection with Madison must await a later date, let me provide you with a 
review of significant events: 

e The original statute of limitations for Madison civil claims expired in early 
1992; 

• Before that date, the FDIC and subsequently the RTC pursued a civil 
claim against Madison's former auditors. This case was originally filed 
by Madison (the institution) prior to its failure and was successfully 
settled. Certain other litigation was also pursued. 

e Despite the fact the statute of limitations for civil claims had expired in early 
1992, the RTC has continued to assess Madison, as well as other institutions, 
as to whether criminal referrals should be made since the statute of limitations 
period for criminal charges is longer. 

e With the enactment of the RTC Completion Act in December 1 993, the statute 
of limitations was renewed with respect to a limited class of civil actions. 

• The statute of limitations with respect to those civil actions extended in 
December 1 993 was again extended as part of the recently enacted California 
Earthquake Relief Act. The statute of limitations expires on December 31, 
1995. 

e The review of whether any civil claims relating to Madison as well as other 
Institutions are sound and cost effective is underway. 


1 1 ion 



Has the RTC aver uncovered any ties between Madison and Whitewater, or 
Madison and the Clintons? 


Anamii 

• Since these matters are under investigation, it would be inappropriate to 
comment on them at this time. Discussing specifieinfprmation could materially 
impair both the civil and criminal investigations which are underway. 


MJOC 
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QuMtkin: 

Had CongreM not just extended these limitations, what would the RTC have 
done on Madison before the February 28 deadline? 


Answer: 

e Although it would not have been easy to complete this investigation in the time 
originally alkmad in the RTC Completion Act. RTC was prepared to take the 
necessary steps to do the best job possible. 


/(yo<? 
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Quastion; 

What is the RTC doing at this very moment to reach a decision on a civil claim? 


Aomflc 

• Beginning in January 1994« the RTC commenced a new investigation of the 
claims revived by the Completion Act. 

• It assembled a team of experienced in-house attorneys supervised by a Senior 
' Counsel and Legal Division managers. 

e Further, we hired outside counsel to assist us. 

• We expect to make decisions about pursuing revived claims during 1994. 

into 
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Quaation: 

Who at the RTC is doing that work? 

An»wgr: 

• A team of in-house attorneys supervised by a Senior Counsel and Legal Division 
managers, as well as outside counsel. 

Ouaajtaa: 

Who is the outside counsel? 


nsn 


Answer: 

e Pillsbury, Madison & Sutro. 
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QuMtten; 

When will a decision be reached? 

Answer: 

• I have been advised that the staff anticipates that decisions on pursuing 
specific claims should be made in 1994. 

in(z 
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QMMtion; 

If the RTC were to file a claim in court against the Clintons, how would that 
work? What would the RTC seek, etc.? 


Answr: 

e The RTC would follow its normal procedures if it decides to file a claim against 
anyone. I have instructed the RTC to handle this matter like it would any other. 


iiiiz 
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Qu««tion: 

In light of the problems with RTC PLS, why do you think that it can adequateiy 
investigate the Madison claims? 


Answer: 

• As I said in my testimony, we have made great progress in addressing the 
problems which have been identified with RTC PLS. 

e We have greatly strengthened our management team with the recent 
appointment of Ellen Kulka, a vary knowledgeable attorney in PLS matters, as 
the General Counsal of the agency. 

a Many of the problems with PLS had to do with inadequate numbers of 
experierKed staff, and I have taken steps to address these problems. RTC PLS 
now has the largest number of attorneys in its history, and I recently approved 
' the creation of 4 new managerial positions to improve oversight of cases and 
investigations. 

e The naming of an Assistant Ganaral Counsel for Profossional Liability, pursuant 
to the RTC Completioi) Act, with responsiWiity for supervising both legal staff 
and investigativa personnel in this area, will also improve coordination between 
these units. 


flilH 
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Qyition; 

Why did the Clinton Administration oppose a retroactive extension of the statue 
of limitations in the RTC Completion Act? 


Antwtr; 

• The Administration did not oppose the RTC Completion Act's extension of the 
statute of limitations. 

e The Administration's proposed legislation to fund the completion of the RTC in 
March 1993 did not contain a provision to extend the statute of limitations. 

• During Congressional consideration of provisions to be included in this 
legislation, Treasury was asked for its views on an extension of the statute of 
limitations. While we did not support the provision, we did not express any 
opposition. 


lltlS 
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OuMtlon: 

Did Madison Guaranty matters enter into that decision? 


Answrer: 

• No. 
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Outiiiaa: 

• What is the RTC doing to ensure that claims for which the statute of limitations 
has been extended are being investigated? 


Anawtr: 

e The RTC legal staff Is in the process of establishing procedures that will identify 
potential cost effective claims that have been extended by the RTC Completion 
Act. Such procedures will include review of prior RTC actions and, in some 
cases, additional investigations. Since over 400 institutions are involved, the 
process will likely take some time and resources to complete. 


imi 
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QuMtton: 

When did Madison Guaranty collapse? 


Answer: (ELLEN TO TAKE THIS QUESTION) 

• Madison Guaranty Savings was declared insolvent and placed in 
conservatorship on February 28, 1989. 

a The Fedaral Home Loan Bank appointed the Federal Savings and Loan Insurance 

Corporation CFSUC*) to serve as Madison's conservator. 

a By agreement between the FSLIC and the Federal Deposit Insurance 
Corporation rFDIC), the FDIC immediately became the Managing Agent for 
the Madison conservatorship. 

a The FDIC managed the conservatorship until CRBREA") was signed into law 
on August 9, 1989. 

a The FdC remained the managing agent for the RTC until the Resolution Trust 
Corporation Refinancing, Restructuring, and Improvement Act of 1 991 became 
effective in December of 1991. 
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Quastton: 

Who made the decision to put Madison into conservatorship? 

Anwtr: 

• The Federal Home Loan Bank Board. 

IIV9 
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QuMtion; 

Tell us about the federal oversight of Madison before the collapse. 


Answer: 

Madison was regulated by the Federal Home Loan Bank Board, the predecessor 
agency to the Office of Thrift Supervision. I am not in a position to answer 
questions about regulation of Madison before its collapse. 


Hfzo 



Quastion; 

Why was McDougal permitted to loot the institution the way he did? 

Anw cr: 

1 have no specific information about the operation of Madison in the 1980's. 
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Ouaaiiaa: 

Wasn't that a dereliction of oversight? Who was responsible? 


Answer: 

• The RTC does not and did not regulate financial institutions and therefore I am 
not in a position to respond. 





Question: 


• Do you think that the President and/or Mrs. Clinton have broken any laws in 
this matter? . 

Anawgf; 

• In my role as Interim CEO of the PTC, it is inappropriate for me to speculate. 
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Quaition; 

Have they acted in an ethical fashion? 

Aniwr: 

• As the interim CEO of the RTC I just cannot comment on this. 

iinH 
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Question: 

Aren't there, at the very least, appearances of impropriety on their part? 

Aaaw«; 

• As Interim CEO of the RTC, it would be most inappropriate for me to 
comment. 

nns 
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Question: 

What should be done if it is ultimately determined that laws were broken? 


Anw^r; 

• If the RTC's investigation determines that an individual or entity may have 
committed civil fraud, or intentional wrongdoing which resulted in substantial 
loss to the institution or unjust enrichment, then the RTC should do what is 
appropriate to recover from any such individual. 

ft 

• As usual, any decision to seek a recovery must take into account the strength 
of the RTC's case and the cost effectiveness of any proposed litigation. 
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Qu^ation: 

Has anyone at the RTC spoken to the President's attorney in this maner? Who 
has had that conversation? 

Anam: 

• 1 do not know. 

I\f2l 
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Question: 

Will the Oversight Board play any role at all in RTC decisions on Madison? 


Anawat: 

• No. 
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statement by 

Rapraaantatlva Jamas A. Laaoh 
bafora tha 

U.S. Housa of Raprasentativas 
March 24, 1994 


Mr. SpaaJcar, I rise to a point of personal privilege of the House. 

In rising to this point of privilege, I wish to express concern 
about the breakdown of comity that has occurred on a personal and 
procedural level in the House Banking Committee. 

On a personal level unfortunate adjectives have been used; on a 
procedural level unprecedented tactics have been employed. 

I don't wish to dwell on the personal, except to stress my high 
regard for the Chairman of the Banking Committee and to suggest 
that, as the theologian Reinhold Niebuhr once observed, the temper 
and integrity of the political debate is more important in our kind 
of democracy than the outcome of any issue. 

Motivational aspersions are no substitute for full disclosure; 
indignation no substitute for pursuit of truth. 

Members of the Majority may be speaking the truth when they indicate 
they have no evidence of a link between the failure of an Arkansas 
S6L and Whitewater and that they know of no improprieties at issue. 
But it should be understood that not speaking an untruth is not the 
same as describing a truthful situation, particularly if there has 
been no serious effort to pursue the truth. 

Constitutionally it is the duty of Congress to oversee breaches of 
law or public ethics in the Executive Branch. During the 12 years 
of the so*-called "divided government" of the Reagan/Bush era, the 
Legislative Branch took its Constitutionally-mandated oversight 
function seriously, as witnessed by the expansion in the size of its 
staff and the nuinber of investigations undertaken. 

Nov both the Executive and the Legislative Branches of government 
are controlled by the same political party. The oversight mandate 
thus falls disproportionately upon the Ranking Members of the 
respective Committees for those areas of the Executive Branch over 
which they have jurisdiction. Not to assume leadership in 
performing the oversight function with regard to the way in which 
the financial institutions of this country are managed and regulated 
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would be to violate my oath to "support and defend the Constitution 
of the United States • • .and • • .well and faithfully discharge the 
duties of the office." 

If the majority party refuses to uphold its responsibilities because 
of political embarrassment to its party's top elected official, the 
minority party is left with the choice either of joining in a 
complicity of silence or pursuing investigations that run the danger 
of being partisan. 

In this context, I would simply emphasize that I raised the 
Whitewater issue with great reluctance, realizing the import as well 
as the power of the Presidency. I fully understand the political 
and personal liabilities involved. Nonetheless, I feel it would be 
inconsistent, indeed, hypocritical, to my own values, if I refused 
to pursue a line of inquiry potentially embarrassing to the 
President of a country which from its inception was intended to be 
hallmarked by law and its applicability to all citizens. It is, 
after all, the establishment of a government of laws, not men, that 
defines the uniqueness of the American experiment with democracy. 

Procedurally, it should be noted that the Minority is currently 
engaged in one of the most profound checks and balances 
philosophical engagements with the Executive branch in the modern 
history of the Congress. This engagement carries far greater 
implications than any judgement relating to a particular 
embarrassment of a particular public official at a particular time 
because at issue is precedent: whether in future circumstances the 

oversight capacities of Congress can be thwarted if the Majority 
party of Congress is the same as that in control of the Executive 
branch and chooses to refrain from its oversight obligations in 
order not to embarrass it's party's standings. 

It is possible that the Constitutional precedent for our checks and 
balances system surrounding the refusal of the Administration to 
cooperate with an oversight probe of the Executive branch which the 
majority party does not sanction may have more long-term negative 
consequences than any episodic embarrassment that might relate to 
this or any President's past. What is at issue is the definition of 
Congress as it applies to the Constitutionally granted oversight 
responsibilities of the legislature. In our checks and balances 
system. Congress was given oversight responsibilities, but this 
Administration is suggesting in response to minority requests for 
documentation from Executive agencies that only Chairmen speak for 
Congress. The minority in Congress, by this logic, has no power to 
advance or fulfill its Constitutional rights if the majority does 
not concur in request for information. If such precedent is allowed 
to stand. Congress's oversight capacities will for all practical 
purposes be hamstrung whenever the Executive and Legislative 
branches of government are controlled by the same party. Would our 
founding fathers have had this in mind? 


2 





4371 


In this connection, on December 9, 1993, as Ranking Member of the 
Banking Committee, I wrote federal regulatory agencies to request 
certain documents of an oversight interest (Example, Tab A) . in a 
follow-up letter I pointed out, as the courts have noted, "The 
Congress rarely acts as a body. Its manifold duties in the 
legislative, investigative, and oversight fields are almost 
invariably carried out through committees, committee chairmen, 
individual members, and staff personnel." Murphv v. Department of 
Army . 613 F .2d 1151, 1156 (1979). In addition, the court stated: 

"The Senate and the House are so organized that certain 
legislative and quasi-legislative activities may be 
accomplished only through committee action. In other respects, 
however, the legislature acts through its individual Members. 
All Members have a constitutionally recognized status entitling 
them to share in general congressional powers and 
responsibilities, many of them requiring access to executive 
information. It would be an inappropriate intrusion into the 
legislative sphere for the courts to decide without 
congressional direction that, for example, only the chairman of 
a committee shall be regarded as the official voice of the 
Congress for purposes of receiving such information, as 
distinguished from its ranking minority member, or other 
committee members, or other members of Congress. Each of them 
participates in the law-making process; each has a voice and a 
vote in that process; and each is entitled to request such 
information from the executive agencies as will enable him to 
carry out the responsibilities of a legislator." 

Agency heads responded that a Ranking Member only has the authority 
of an individual Member of Congress and, therefore, may only obtain 
information that would be available to the public pursuant to the 
Freedom of Information Act. In addition, the Office of Thrift 
Supervision asserted that it differs "with the view that Rules X and 
XI of the House of Representatives grant to a ranking minority 
member (or any individual member) the same authority to request 
information that a committee chairman possesses." In short, the 
agencies contend that only Chairmen, not Ranking Members, speak for 
Congress • 

Subsequently, on March 8, 1994, I wrote requesting information for 
the Banking Committee's upcoming RTC oversight hearing (Tab B) • 
Agency heads again responded by holding to the position that only 
the Chairman of a Committee would be permitted access to agency 
documents • 

In this dispute about who is entitled to speak for Congress in the 
context of Congress' right and obligation under Article I of the 
Constitution to conduct oversight of the Executive branch, the 
Chairman of the Banking Committee, in what may have been an effort 
to bolster the Executive's position, wrote agency heads on March 10, 
1994, to suggest that they deny my document request and wrote 
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separately on March 14, 1994, to state that they need not answer 
questions concerning Madison Guaranty Savings and Loan at the 
scheduled hearings. (Tab C and D) • The Chairman's letter contained 
an implicit and unprecedented philosophical assertion that not only 
does a Chairman have the exclusive right to obtain oversight 
documents from the Executive branch, but the right to deny such 
documentation to other Members and the right even to deny inquiries 
about issues clearly germane to the subject of hearings. 

So that there is no misunderstanding, the RTC Oversight hearing was 
scheduled under requirement of law. Section 21A(k) (6) of the Federal 
Home Loan Bank Act (12 U.S.C. §1441a(k) (6) ) , and there is no 
provision in that lav for exceptions to Congressional oversight that 
relate to a single state and its institutions. The U.S. Congress 
wrote a law applicable to all 50 states, not 49, and the oversight 
of our lavs applies throughout this country. Just as in America no 
individual is above the lav, no state is beyond its reach. Just as 
no individual is entitled to violate the law out of ignorance of it, 
no person, even the Chairman of a Congressional Committee, is 
entitled after the fact to be sole interpreter of a lav's meaning or 
serve as a censor to another Member's inquiries. Indeed, no Member 
of Congress has the right or power to deny relevant information to 
another Member. 

In addition to the Federal Home Loan Bank Act, the Committee's role 
in oversight is buttressed by the House Rules as modified under the 
Legislative Reorganization Act of 1970. I refer to paragraph 
2 of House Rule X providing for the Committee's "General Oversight 
Responsibilities" which states: 

"(b)(1) Each standing committee ... shall review 
and study, on a* continuing basis, the 
application, administration, execution, and 
effectiveness of those laws, or parts of lavs, 
the subject matter of which is within the 
jurisdiction of that committee and the 
organization and operation of the Federal 
agencies and entities having responsibilities in 
or for the administration and execution thereof, 
in order to determine whether such laws and the 
programs thereunder are being implemented and 
carried out in accordance with the intent of the 
congress and whether such programs should be 
continued, curtailed, or eliminated." 

Separate procedural rules may apply to an investigative hearing, but 
such rules do not apply in this case. The statutorily mandated RTC 
hearing is an oversight hearing in accordance with Rule X. Any 
reliance on investigative hearing procedures to deny information to 
Committee Members is misplaced. Any information requests or 
questions by Members related in any manner to RTC operations are 
authorized under the Committee's oversight authority. It is also 
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expected that in answering questions witnesses have the obligation 
either to assert appropriate privileges or fully respond with 
answers to the questions (Sgg, 2 U.S.C. §192, Sinclair v. United 
States . 279 U.S. 263 (1929)) and such answers shall be truthful. 
( See . 18 U.S.C. §1001, U.S. v. Poindexter . 951 F.2d 369 (D.C. Cir. 
1991)) . 

Moreover, the precedent of the Banking Committee is clear with 
respect to the relevance of specific questions on specific 
institutions. On numerous occasions at past RTC oversight hearings, 
questions related to individual institutions have been asked by 
Committee Members, including the Chairman, and answered by 
witnesses. In fact, the Committee's invitation letter of March 3, 
1994, to Treasury Secretary Bentsen for purposes of the RTC 
oversight hearing, seeks testimony and documents related to a 
specific institution, Homefed Savings. Of relevance also is the 
following statement last week of the Chairman of the Senate Banking 
Committee: 

So we have had now over the years since 1989, a very long 
series of regular oversight hearings where we call in the 
officials responsible for implementing that law to find out 
exactly how it is working and if there is a need to change any 
particular part of it. Is it working the way it was designed 
to work? Have we corrected all the abuses? We were so 
concerned about that issue that, in fact, we built into that 
1989 law a requirement that there has to be a hearing here in 
Congress every 6 months on how that cleanup effort is doing and 
how that law is being implemented. Within the text of that 
part of the law we went so far as to say that any institutions 
that failed in that time period, in the mid*1980's, that if any 
Senator on the committee wanted to come in and ask questions 
about that particular institution, that they had a right in law 
to do so. We did not foresee the Madison case at that time, 
but it applies precisely to the Madison case and every other 
case out of that time period. f Cona. Rec. S3153, March 17, 
1997) . 

To the degree the Chairman's letters are open to an interpretation 
that would imply the possibility that they have been requested by 
the Administration to bolster its efforts to deny information to the 
Congress and thereby the public, at issue would be a collusive 
effort by the Majority party in the Congress to aid and abet the 
Executive branch in its concerted effort to deny disclosure of 
information related to legitimate Congressional oversight. 

In this regard, a letter recently copied to Rep. William Clinger, 
Ranking Member of the Government Operations Committee, evidences a 
comparable approach in another committee of Congress (Tab B) . 

It is the Minority's position that Executive branch witnesses must 
address their obligations to respond to legitimate oversight 
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requests and legitimate inquiries on the subject of hearings as 
required by the lav and the Constitution, not in conjunction with 
any arbitrary desire of a Chairman to deny discussion on a subject 
the Executive branch would rather not forthcomingly address. The 
Minority party, has a baseline assumption that officials of the U.S. 
government will comply with the lav and, when appearing before a 
committee of Congress, abide by the Code of Government Ethics for 
Federal employees to "Uphold the Constitution, laws, and regulations 
of the United States and all governments therein and never be. party 
to their evasion." (Pub. L. No. 96-303, July 3, 1980, 94 Stat. 855) 

The constitutionally-derived obligation of oversight cannot be 
short-circuited at the whim of the Congressional majority. It is 
just as much the duty of the minority party, as the majority. 

Indeed, in real life circumstance as evidenced in this particular 
incident, oversight may in practice imply a greater obligation on 
the party out of power than the party in control of the Executive 
branch. 

Hodding Carter, the distinguished journalist from Mississippi, 
recently noted that Southerners of virtually all philosophical 
stripes recognized a little or a lot of truth in certain Northern 
concerns about discrimination that existed in the South in the 
heyday of civil rights activism. But with understandable resentment 
all felt that Northerners had a duty to look a little more 
assiduously in their own backyards. In this probe of Whitewater, I 
believe an outsider might conclude that the single party 
concentration of political power in Arkansas may be in need of 
review that the shadow of Lyndon Johnson and Huey Long may have been 
cast to greatly on a former governor ship. But as a Northerner, I 
am obligated to note that my primary responsibility is my backyard, 
in this case the body to Which I am elected to serve. While I 
believe it would be unfair to suggest that one of America's great 
political parties is more honest than the other, I believe the 
concerted effort to avoid accountability and full disclosure in the 
Whitewater incident, and the unfortunate institutional precedents in 
process of being established, reflect attitudes more associated with 
single party governance of closed than open societies. Competition 
is the American way. When single party dominance is long and deep, 
arrogance associated with power creeps incontestably into the 
system. Whitewater, in the end, may tell more about Congress than 
the Executive branch. 

In this context, the Minority raised concerns about the manner in 
which the RTC Oversight hearing scheduled this week might have been 
conducted. Nevertheless, the Minority was disappointed the hearing 
was abruptly postponed. 

Postponement of the hearing by the Majority raises, above anything 
else, the issue of compliance with the law. Compliance with the law 
is not a matter of convenience or discretion. The Majority party 
has no prerogative to avoid capriciously its legal obligations. 
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Hearings mandated by statute were to have occurred by December 3, 
1993. It is a statutory obligation of the Majority in the 
Legislative Branch to conduct on a timely basis RTC oversight; it is 
the statutory obligation of the Executive to cooperate with Congress 
and comply with its legal responsibilities. 

The negotiations this week between leaders of the House which led to 
the passage of a bipartisan resolution expressing the sense of the 
House as to the need to hold bipartisan hearings are promising. The 
subsequent statements by the Speaker that these discussions were of 
the "possibility of hearings, not a concession that hearings are not 
necessarily going to take place," is disappointing. The Majority 
has an obligation to ensure that the decision to postpone 
indefinitely RTC hearings does not amount to yet another example of 
Congress not applying the law to itself. 

With regard to a possible hearing, let me stress the Minority has 
offered to cooperate fully with the Special Counsel. We have 
transferred substantial information to his office. We have given 
him our proposed witness list and offered to support a delay in the 
day of hearings provided under House rules to the Minority to allow 
him a chance to depose witnesses first. For his part, the Special 
Counsel, in a meeting on March 17, 1994, with the Minority, said 
that he would not impede in any manner Executive Branch testimony 
and that he would not stand in the way of an RTC oversight hearing. 
Mr. Fiske also stated that he did not object to the disclosure of 
copies of documents to Congress, other than White House documents. 
The existence of a Special Counsel appointed in the Madison case 
cannot be used as a rationale to avoid providing RTC oversight 
information to Congress. 

Congress and prosecuting attorneys have differentiated roles, but 
they are by no means incompatible. In fact, they are generally 
complementary. Indeed, in the Banking Committee hearings over the 
past decade on institutions such as Lincoln (Charles Keating) and 
Silverado (Neil Bush) the Justice Department had tandem 
investigations underway. Hearings almost always reveal knowledge 
and perspective that is helpful to prosecutors. It was, after all, 
Senator Ervin's committee that revealed the existence of the 
Watergate tapes and it was the recent Senate hearing that revealed 
improper contacts between Executive Branch agencies and the White 
House. The major recent exception where a prosecutor was undercut 
by Congress involved excessive zeal to embarrass Presidents Reagan 
and Bush that caused a committee to offer immunity to certain 
witnesses in the Iran Contra probe. But the more general proposition 
is that constraining a Congressional inquiry has the effect of 
reducing knowledge, thus reducing prosecutorial discretion. 

Mr. Speaker, in a country in which process is our most important 
product, it is the belief of this Member that the precedents 
established in this investigation are more important than the 
investigation itself. Nevertheless, I come to the floor this 
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afternoon to present to the attention of the House and the American 
people some findings, with supporting documentation, the Minority 
has uncovered in its ongoing investigation of the Whitewater/Madison 
affair. 

Accordingly, I would like to review in both a perspective and 
information dispensing sense the Madison/Whitewater issue and divide 
the remainder of my discussion in two categories: what happened and 

how the Administration has responded. 

On the landscape of political scandals Whitewater may be a bump, but 
it speaks mountains about me-generation public ethics as well as 
single party control of certain states and the U.S. Congress. 

In a nutshell, Whitewater is about the arrogance of power — 
Machiavellian machinations of single-party government. It all began 
in the late 1970s when a budding S&L owner named James McDougal 
formed a 50-50 real estate venture with a young politician, the then 
Attorney General of Arkansas Bill Clinton. In this venture called 
Whitewater, the S&L owner and S&L affiliated entities provided 
virtually all, perhaps all, the money; the govemor-in-the-making 
provided his name. 

Over the years, the company received infusions of cash from the S&L 
as well as from a small business investment corporation which 
diverted, allegedly at the Governor's request, federally-guaranteed 
funds from a program designed for socially and economically 
disadvantaged people to the Governor's partners and thence, in part, 
to Whitewater. 

Some of these funds were used to pay off personal and campaign 
liabilities of the Governor; some to purchase a tract of land from a 
company to which the state had just given a significant tax break. 
Whitewater records have apparently been largely lost. A review of 
the numerous land transactions, however, raises questions of what 
happened to the money that came into the company and a review of the 
President's tax records raises (questions about tax deductions that 
were taken and income that may not have been declared. 

Under the governorship of Bill Clinton, Jim McDougal was named a 
Gubernatorial aide to serve principally as liaison to the Economic 
Development, Commerce, and Highway and Transportation Departments; 
the first lady of Arkansas was hired to represent the S&L before 
state regulators; the president of the S&L was placed on the state 
S&L commission; an attorney who represented the S&L was named the 
state S&L regulator; the S&L received rent from state agencies; 
Whitewater had roads constructed using a state agency program and 
state funds; and the S&L was allowed to operate, despite being 
insolvent for an extended period, providing millions in loans and 
investment dollars to insiders and the Arkansas political 
establ ishment . 
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Under the governorship of Bill Clinton, the S&L was allowed to grow 
25-fold until federal regulators forced its closing, at which time 
taxpayers picked up the tab for losses that amounted to 
approximately 50 percent of the institution's deposit base. 

Under the Governorship of Bill Clinton, the total number of state 
chartered savings associations declined dramatically. Over the 
period December 1979 to December 1992, the number of stock state 
chartered thrifts in Arkansas declined from thirty-three, with 
assets of $961,002,000 to three, with assets of $146,072,000. 
viewed another way, the amount of assets available to support home 
mortgage lending for the people of Arkansas declined. 

The story of Whitewater is thus part and parcel the story of the 
greatest domestic policy mistake of the century — the quarter 
trillion dollar S&L debacle. It is the story of a company which in 
one sense was a simple real estate development venture, but in 
another was a vehicle used to spirit federally insured deposits from 
an S&L and compromise a significant political figure. 

In the largest series of bank robberies in history, which 
precipitated an industry bailout larger than the taxpayers provided 
Lockheed, Chrysler and New York City times a factor of ten, it is 
fair to ask: "What happened? Who is responsible?" 

An answer to these inquiries requires an understanding that those 
accountable are not only a few negligent and corrupt S&L owners, but 
attorneys, accountants, state and federal legislators, regulators 
and assorted public officials. As wide-ranging as the 
responsibility is, however, it is a mistake to be so glassy-eyed as 
not to seek lessons for the future through a demand for individual 
accountability for breaches of law and ethics in the past. 

Macro-economics aside, public responsibility for the S&L debacle is 
of a tripod nature, involving: 1) the conflict-ridden role of 
Congress in passing loose laws; 2) the ideological mistake of the 
Reagan Administration in urging deregulation in an industry which 
requires responsible standards; and 3) the culpability of a small 
number of state governments, such as in California, Texas, Louisiana 
and Arkansas, which failed to rein in high flying state-chartered, 
state regulated institutions, which because of the federal nature of 
deposit insurance, precipitated a massive transfer of wealth from 
states with responsible governments to those without. 

In Arkansas it is impressive how the federal government was 
obligated to close more than 80 percent of state-chartered S&Ls in 
the 1980s and how large taxpayer losses were in relation to the 
state's S&L deposit base. The failure of the Clinton Administration 
in Little Rock to fulfill its responsibility to police state 
financial institutions had the effect of increasing tax burdens on 
citizens of Arkansas as well as other states. 
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While taxpayers at the national level were forced to pick up the tab 
for the mistakes of politicians in whose elections they could not 
vote, citizens in states like Arkansas were doubly shortchanged. 

Not only did they have to share in eventual bail out costs, but when 
their home based financial institutions frittered away the hard 
earned deposit savings of their state to insiders, fewer resources 
were made available to potential home owners and minority 
entrepreneurs . 

What the Keating-5 scandal was all about was the attempt of an S&L 
owner to compromise through political contributions significant 
political players, in this case five senators, to influence 
regulators to keep an insolvent, corruptly-run, institution from 
being closed. What makes Governor Cl inton *s involvement with a 
company which helped breach the vaults of an Arkansas S&L 
philosophically at least equal to, but in reality more troubling 
than the Keating model is that not only did the institution's 
management organize conflict-ridden fund raising endeavors for the 
key politician in the state, but through Whitewater it put the 
Governor in a compromising personal finance position as well. 

What is extraordinary is the hypocrisy of the circumstance. The 
following 1991 announcement statement of Governor Clinton speaks for 
itself: 

"For twelve years of this Reagan-Bush era, the Republicans have 
let S&L crooks and self-serving CEO's try to build an economy 
out of paper and perks instead of people and products. They 
stack the deck in favor of their friends at the top and tell 
everybody else to wait for whatever trickles down." 

Despite the rhetoric it is remarkable how time after time in the 
1980s, alleged defenders pf the little guy in American politics 
found themselves advancing the interests of a small number of owners 
of financial institutions which were run as private piggy banks for 
insiders. The intertwining of greed and ambition turned democratic 
values upside down. 

In our kind of democracy ends simply don't justify means. Just as a 
conservative, who may despise government, has no ethical right not 
to pay taxes, a liberal has no ethical basis to put the public's 
money in his own or his campaign's pocket just because he may have 
the arrogance to believe he is advancing a political creed that is 
in the public's interest. 

Why does all this matter? 

Here, it would perhaps be appropriate to paraphrase the great 
Illinois Senator, Ev Dirksen: a few thousand here and a few 

thousand there and pretty soon it adds up to a real scandal. Put 
another way, an ethical lapse here and an ethical lapse there and 
pretty soon it adds up to a character deficit. 
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1 have never known anyone in public life better able to put 
embarrassing episodes behind him than Bill Clinton. Accordingly, I 
couldn't have been more surprised by the discombobulation of the 
Administration at the minority's restrained request last November 
for hearings and full disclosure. 

As in most serious public scandals, cover-ups can prove as troubling 
as acts at their source. 

Much press attention has centered in recent weeks on the revelations 
of improper contact between employees of independent federal 
agencies and the White House. The question of whether a "heads up" 
was appropriate is of significance. More so, is whether the line 
between a "heads up" and "cover-up" was crossed. 

By background, for several years a group of criminal investigators 
for the RTC in Kansas City reviewed the failure of Madison Guaranty 
Savings and Loan in Little Rock and came to the conclusion criminal 
referrals were appropriate. In the last week of September 1993, 
they sent copies of their referrals to Washington. Within a few 
days of receipt of the referrals from the Kansas City office, RTC 
Washington officials visited the White House. Within a few weeks, 
in an unprecedented change of procedure, Washington demanded to 
review all Madison referrals. Within a few months, a senior Kansas 
City criminal investigator was removed from the case. Within a few 
more months, officials from RTC Washington visited Kansas City to 
pass on the determined message that senior RTC officials in 
Washington wanted it understood that they wished to claim Whitewater 
was not responsible for any losses at Madison. 

Courageously, Kansas City investigators refused to allow Washington 
RTC objections to change the content of the referrals they sent in 
the second week of October 1993 to the Justice Department. 

Courageously, Kansas City investigators refused to back the 
Washington position that Madison's losses were unrelated to 
Whitewater and pointed out to their superiors that in one intensely 
reviewed six month period alone approximately $70,000 was 
transferred from Madison and Madison affiliated companies to 
Whitewater. 

Courageously, Kansas City investigators have sought whistleblower 
protection rather than comply with the Washington RTC gag order that 
no one from Kansas City could speak with Special Counsel Fiske 
without clearance through and accompaniment of Washington RTC 
officials. 

The briefing of the White House by high ranking Department of 
Treasury and RTC employees must be understood in the context of the 
development and transmittal to the Justice Department of these 
referrals and in the context of the possibility Kansas City was in 
the process of developing further referrals. 
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There are many elements of the Whitewater affair that are a bit 
esoteric. But the revelations that U. S. government officials 
briefed key White House aides on potential legal actions which 
independent regulatory agencies might be obligated to take 
implicating but not charging the President and First Lady subvert 
one of the fundamental premises of American democracy — that this 
is a country of laws and not men. 

In America no individual, whatever his or her rank, is privileged in 
the eyes of the law. No public official has the right to influence 
possible legal actions against him or herself. For this reason 
agencies of the government as well as the White House have precise 
rules that govern their employees. 

The following standards (31 CFR §0.735-30) apply to the Department 
of Treasury; 

••An employee should avoid any action ... which might result in, 
or create the appearance of ... 

(2) Giving preferential treatment to any person; ... 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official channels; 
or 

(6) Affecting adversely the confidence of the public in the 
integrity of the Government . •• 

Similarly, the following standards contained in 12 CFR § 1605.7 
apply to RTC employees: 

••No employees shall engage in any action, which might result 
in, or create the appearance of ... 

(b) giving preferential treatment to any person; ... 

(d) losing complete independence or Impartiality; 

(e) making an RTC decision outside official channels; or, 

(f) adversely affecting the public’s confidence in the 
integrity of the RTC.’* 

Likewise, the following standards apply to the White House (3 CFR 
§100.735-4) : 

••In all circumstances employees shall conduct themselves so as 
to exemplify the highest standards of integrity. An employee 
shall avoid any action, whether or not specifically prohibited 
by this subpart, which might result in, or create the 
appearance of: 

(1) Using public office for private gain; 

(2) Giving preferential treatment to any person; . . . 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official 
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channels; or 

(6) Affecting adversely the confidence of the public in 
the integrity of the Government." 

Perhaps lavs have not been broken, but seldom have the public and 
private ethics of professionals in the White House and Executive 
Departments and branch agencies been so thoroughly devalued. 

The point of all this is that there is a disjunction in this 
Administration between public policy and private ethics. Americans 
abhor privilege; hypocrisy gnaws at the American soul; it leaves a 
dispiriting residue of resentment. 

What is also extraordinary is the absence of simple truth. 

Administration Claims Whitewater caused no losses to Madison. 

raot: As reflected in the minor ity*developed 

charts and evidenced by supporting 
documentation, Madison and affiliated 
companies transferred significant resources 
to Whitewater. In addition to being a 
modest sized real estate company, with a 
cash flow derived from land sales, 
Whitewater appears to be one of a dozen so 
companies with direct or indirect access to 
Madison and its taxpayer guaranteed 
deposits. 

Administration elaimt The Clintons lost money in Whitewater. 

Fact I To have lost money in Whitewater implies 

that the Clintons invested sums which were 
unrecovered. Their Whitewater partner, 

James McDougal, claims 'at most the Clintons 
over the years put in $13,500 in 
Whitewater. The Minority has provided 
evidence that one land transaction alone 
returned more than this amount to the 
Clintons and published reports indicate tax 
deductions of some value were taken. The 
Lyons report, as well as a review of land 
sales, indicates substantial sums were 
taken out of Whitewater over the years. It 
is not clear how disbursements were 
arranged. What is clear is that infusions 
of capital from land sales, from Madison 
affiliated entities and possibly from 
others appear to have covered loans the 
company and the Clintons took out. The 
company may have had a negative value when 
the Clintons sold their half interest in 
1992, but that neither means the Clintons 
themselves lost money, nor that questions 
ought not be asked about how direct or 
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Administration claim: 
Fact: 

Administration claim: 
Fact: 


Fact: 

Fact: 


Fact: 


Fact: 


contingent liabilities may have been 
disposed of as late as 1992. 

The President and his staff would fully 
cooperate with Congress. 

The Executive branch is actively working to 
prevent full disclosure of documents and 
committee access to witnesses. 

It has done nothing wrong in relation to 
the RTC investigation into the failure of 
Madison and is fully cooperating with 
Special Counsel Fiske's probe. 

Officials of an independent regulatory 
agency (the RTC) immediately notified the 
White House of the probe of Madison by its 
Kansas City office and attempted to put in 
place procedural techniques to undercut the 
traditional independence of its regional 
offices. 

In January, 1994 RTC Washington met with 
Kansas City staff. After the meeting the 
Kansas City office filed a formal complaint 
with Washington RTC. 

On February 2, 1994, the day Roger Altman 
briefed the White House on Madison 
Guaranty, RTC Senior Attorney, April 
Breslaw visited the Kansas City office and 
said that Washington would like to say that 
Whitewater caused no losses to Madison. 
Kansas City employees protested that this 
was not the case. 

Qn September 29, 1993, before the new 
criminal referrals were sent to the Justice 
Department, Treasury General Counsel Jean 
Hanson briefed White House Counsel on them. 
Nine days after the meeting, the referrals 
were sent to the Justice Department. On 
October 14, Jean Hanson with Secretary 
Bentsen's Press Secretary and Chief of 
staff met with Presidential Advisors 
ostensibly to discuss press inquiries 
related to Madison Guaranty. 

On February 2, right after the appointment 
of Special Counsel Robert Fiske, Roger 
Altman gave the White House a "heads up'* 
briefing on Madison. At the Senate 
Oversight Board hearing, Roger Altman 
revealed his February 2 meeting, but no 
others. Several days later, the September 
and October White House briefings were 
revealed. On March 9, the Washington Post 
reported that there were numerous other 
contacts between the Treasury and the white 
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House on Madison. After subpoenas are 
issued it is revealed that there are over 
3,500 pages of documentation surrounding 
these contacts which the White House terms 
as inconsecjuential* 

Facts After the appointment of Special Counsel 
Fiske, Washington RTC officials imposed 
censorship guidelines on Kansas City RTC 
employees. No discussion with Fiske could 
be made without going through Washington. 

No meetings between Kansas City office and 
Fiske could take place without 
accompaniment of Washington officials. No 
materials could be forwarded without going 
through Washington. All information 
concerning attorney-client privilege was to 
be redacted, with Washington RTC 
determining the scope. 

Administration Claim: No fundraising improprieties occurred. 

Fact: On April 4, 1985, Jim McDougal hosted a 

fundraiser for Governor Clinton. The 
Clinton's repeatedly asked McDougal to host 
the fundraiser to pay off the $50,000 
personal loan that Clinton had taken out in 
the final weeks of his 1984 campaign. The 
question at issue is whether some of the 
money appears to have been diverted from 
Madison Guaranty, which would then, with 
the failure of Madison, imply deferred 
federal financing of a gubernatorial 
election. For example, one cashier's check 
for $3,000 was made in the name of Charles 
Peacook III, then a 24-year-old college 
student who disclaims any knowledge of 
having made a contribution. Mr. Peacock's 
father was a major Madison borrower and 
served at one time on Madison's board. 

Other checks that the RTC is reviewing 
include a $3,000 check from the late Dean 
Landrum, an employee of Charles Peacock, 
and one from Susan McDougal. In the former 
Governor's defense, candidates are not 
always in a position to verify their 
campa ign con t r ibut ions . 

Mr. Speaker, the President's former partner, Jim McDougal in a 
number of occasions has contested the assertion that no resources 
were taken from Madison Guaranty and its related entities and given 
to Whitewater. In an AP story on February 4, 1994 and on the David 
Brinkley Show on March 13, 1994 he specifically raised concerns that 
Madison Marketing was not owned by Madison Guaranty, but was instead 
a sole proprietorship o%med by his former wife* He has cited 
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documents filed with the Arkansas Secretary of State's office to 
buttress his claim. 

Mr. McDougal apparently believes there are subtleties about the 
nature of Madison Marketing that need clarification. Mr. McDougal 
gives great credence to the circumstance that at some point Madison 
Marketing may have been operating as an intended proprietorship of 
his wife, but, whether this is true, this appears to be a 
distinction without a difference, form over substance. The 
overwhelming perspective as contained in the 1986 Federal Home Loan 
Bank ‘Board Report of Examination is that all Madison Marketing 
resources were derived from Madison Guaranty or its subsidiaries. 

Any money transferred to Whitewater from Madison Marketing would 
thus have had as its source the S&L. The 1986 FHLBB exam, upon 
which the I earlier staff memo on this subject was based, states: 

"A. Objectionable Conflicts of Interest 

Conflicts of interest involving James McDougal, Susan McDougal, 
and William Henley have been detrimental to the safety and 
soundness of the Institution* These individuals are in control 
of the Institution (Madison Guaranty) through their stock 
ownership. James McDougal owns 63.5% of the outstanding 
Madison shares. His wife, Susan McDougal, owns 12.6%, and her 
brother, William Henley owns 8.5%. In addition to his 
ownership control, Mr. McDougal, as President of the 
Institution's subsidiary (Madison Financial), has complete 
control of the land development projects discussed in comment 

B. This control enabled Mr. McDougal to structure the 
development and financing of the projects so that substantial 
cash payments could be diverted to himself, Susan McDougal, 
William Henley and others. These payments have directly 
benefited these individuals, but Madison Guaranty has received 
little or nothing in return. Though they have been structured 
to avoid specific Insurance Regulations, these payments are 
contrary to the general policy of the FHLBB concerning 
conflicts of interest as stated in Insurance Regulation 571.9 
and FHLBB Memorandum R-19a. 

Many of these payments have been funneled through business 
entities which are owned or controlled by the McDougals, 
employees, relatives of employees, or close friends of the 
McDougals and Henley. • . . 

2. Madison Marketing 

Madison Marketing is paid for doing all the general advertising 
for Madison Guaranty and most of the advertising for Madison 
Financial's land development projects. All of Madison 
Marketing's business is derived from Madison Guaranty or its 
subsidiaries. Since 1983 these payments total $1,532,000. . . 
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Given the evidence of Madison Marketing's invoices, it is 
questionable how much of these advertising services are 
actually performed by the firm. The actual work of 
advertising, such as the design and production of commercials 
and providing air time or newspaper space, appears to be 
performed by others. Madison Marketing apparently just pays 
the bills of other providers and adds a 15% fee of its own. 
Examiners estimated this fee to be approximately $200,000 since 
1983. It would appear that Madison Guaranty could have ah 
employee perform similar work for much less money. 

Mr. Latham stated that Madison Marketing made no payments to 
any stockholders. This statement is false. As a part of a 
test for such payments, the examiners discovered two 
remittances from Madison Marketing to Susan McDougal which 
total $50,000. This was a test, and there may be additional 
payments . " 

Mr. McDougal apparently believes Madison Marketing should be 
understood simply as a sole proprietorship of his wife with no ties 
to the S&L. This view is in discordance with that of the United 
States Government, as indicated by the FHLBB report cited above; it 
is also in discordance with a contemporaneous view of the legal 
situation as defined and described by Mr. McDougal in a July 1, 1986 
memorandum from him to Madison Guaranty's President, Mr. John 
Latham. In this memorandum, which is a copy of an original Madison 
document in the possession of the RTC and the minority of the House 
Banking Committee, Mr. McDougal asserts: 

In late January, 1985, Mrs. McDougal permitted Madison 
Marketing to become a subsidiary of Madison Financial 
Corporation. 

In addition, Mr. Jeff Gerth of The New York Times has reported on 
March 8, 1992, an earlier instance in which Madison Marketing 
transferred resources to Whitewater. Mr. Gerth reported: 

Whitewater's check ledger shows that Whitewater's account at 
Madison was overdrawn in 1984, when the corporation was making 
payments on the Clinton's loan. Money was deposited to make up 
the shortage from Madison Marketing, an affiliate of the 
savings and loan that derived its revenues from the 
institution, records also show. 

In addition, David Hale and his attorney Randy Coleman have asserted 
in recent days that it was proceeds of an $825,000 Madison loan that 
was used to leverage SBA funds and to make the $300,000 loan to 
Susan McDougal, of which $110,000 was deposited to Whitewater. 

This evidentiary material coupled with the April 17, 1985 Minutes of 
Madison Financial's board authorizing a transfer of $30,000 from 
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Madison Financial to Whitewater, the memo of L. Jean Lewis of the 
Kansas City RTC office showing over a six month period reviewed that 
approximately $70,000 was transferred from Madison or affiliated 
entities to Whitewater, plus other more confidential RTC material in 
our possession indicates there is every credible reason to believe 
that Madison Guaranty through affiliated entities did transfer money 
to Whitewater. 

Furthermore, records filed with the Arkansas Secretary of State's 
office show that Mr. McDougal, as president of Madison Financial 
Corporation (a subsidiary of Madison Guaranty) on July 26, 1986 
filed an application for registration of fictitious name. The 
application was for Madison Financial to do business as "Madison 
Marketing.” This document does not represent incorporation papers. 
This application appears to be in response to the 1986 Federal Home 
Loan Bank exam which noted that with regard to Madison Marketing and 
Madison Real Estate, Madison Financial had "not registered as a 
•d/b/a* in the County records." 

The effect of this statement with its supporting documentation is to 
evidence that: 

1) Whitewater may have begun as a legitimate real estate 
venture but it came to be used to skim, directly or indirectly, 
federally insured deposits from an S&L and a Small Business 
Investment Corporation. When each failed, the U.S. taxpayer became 
obligated tc pick up the tab; 

2) The family of the former Governor of Arkansas received value 
from Whitewater in excess of resources invested; 

3) Taxpayer guaranteed funds were in all likelihood used to 
benefit the campaign of a former governor; 

4) The independence of the U.S. Government's regulatory system 
has been flagrantly violated in an effort to protect a single 
American citizen; 

5) Congress and the Executive are employing closed society 
techniques to resist full disclosure of an embarrassing 
circumstance, with unfortunate precedent setting ramifications. 

Last month a BBC reporter asked me if we Americans weren't making 
too much of this scandal. He raised a fair question. Compared with 
petty potentates around the world, who routinely walk off with 
millions and in some cases billions, conflicts of interest in 
American politics are of petty variety. In this case, however, we 
have a situation where a multi-thousand dollar conflict of interest 
led to a multi-million dollar hit on the taxpayer. That is the 
meaning to the failure of Madison Guaranty. That is also the 
meaning of the Small Business Investment Corporation called Capitol. 

It is simply not appropriate to shrug it off and say that this is 
the way things are done in small states. They aren't in Nebraska, 
South Dakota, or Iowa. It is simply not appropriate to say it isn't 
a federal issue. It is. The U.S. taxpayer has lost millions; home 
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owners in Arkansas have lost institutions that were established to 
serve their needs; minorities throughout the country cannot lightly 
shrug off yet another instance in which a program designed to give 
them a crack at the American dream was redirected to serve the 
investment ego a state political establishment. 

It is suggested by the Majority that we have better things to do 
around here. There again is some truth to this. The minority also 
wants to get on with the business of health care, welfare reform, 
crime legislation. Indeed, we pledge to be constructive and are not 
blocking any Congressional consideration of these issues. But, in a 
larger sense, it should be understood that these* **we have better 
things to do** laments suggest that ethics, governmental integrity, 
and the possible misuse of the public's money should be secondary 
considerations — something to worry about only when we have time. 

In a democratic system, built and maintained on the confidence of 
the people, placing such considerations last on the list of 
priorities is a highly dubious game. Nothing works over the long 
haul if the public loses confidence in its governmental institutions 
and the people who operate those institutions. The task of keeping 
the people's confidence may not be pretty or pleasant, but it is a 
first priority in our system not a last priority as all too many 
are suggesting today. 

Whitewater is less about the issues of the day than it is the ethics 
of our time. It is a central issue not because it is big, but 
precisely because it is small. 

The way we in America keep our scandals from becoming too big is by 
holding people accountable when the amounts of money at issue are 
relatively small. It is the principles at issue, not the dollar 
amounts that matter. 

In conclusion, let me stress that the most difficult issue to deal 
with is the question of proportionality. When the Minority made its 
restrained request for hearings last November I suggested that while 
there was fire with the smoke, Whitewater appeared to be more a camp 
than forest fire. I now believe the fire has spread to the grass 
and is heading to the trees but that it is still not too late to put 
it out with full disclosure and full account£d>ility. In this 
regard, I suggested in a December Washington Post editorial that 
when breaches of law or public ethics occur, options often exist as 
to whether civil or criminal remedies are appropriate. I 
presumptuously concluded then and maintain now that there is no 
reason not to proceed with civil accountability in a civil way. The 
last thing this country needs is a year long trial or travail for 
the President of the United States. It would divide the country and 
be unfair to the public as well as the President. 

Accordingly, I have pledged to the President's Counsel as well as to 
the Special Counsel that I will do my best to put the issue behind 
once disclosure is provided. Accountability is in order; a 
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Constitutional crisis is not. The Presidency should neither be 
jeopardized nor debilitated. Rather than high crimes and 
misdemeanors, the issue today relates to high improprieties and 
breaches of the public trust. 


— 30 — 
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8TMBMOIT OF TBB HOMORABLI JAMBS A. LBACH 
XMDBZ OF SUPPORTZMQ DOCOMBMTS^ 
MADZ80M QUARAMTY SAVINGS AND LOAN 
MARCH 24 , 1994 


1. Notes of Conversation between L. Jean Lewis and April Breslav, 
February 2 , 1994. ”(T)he 'head people', would like to be able 
to say that Whitewater did not cause a loss to Madison, but 
the problea is that so far no one has been able to say that to 
then.” Describes losses to Madison caused by Whitewater. 

2. Board of Directors Minutes, Madison Financial Corporation, 
April 17, 1985. "RESOLVED, that the Corporation pre-pay to 
Jia McDougal $30,000.00 of his annual bonus in recognition of 
the profits of the prior year and that said bonus is to be 
paid directly to Whitewater Development. ” 

3. Application for Registration of Fictitious Name, Applicant — 
Madison Financial, Fictitious Name — "Madison Marketing" 
(July 25, 1986) . 

4. .Chronology of Criminal Investigation. 

5. Letter of September 1, 1992 from L. Richard lorio (RTC-KC) to 
Steve Irons (FBI) transmitting criminal referral. 

6. Letter of September 1, 1992 from L. Richard lorio (RTC-KC) to 
Charles A. Banks (DOJ) transmitting criminal referral. 

7. RTC Internal Memorandum, May 3, 1993. Background remarks and 

conversation with AUSA Bob Roddey's office re: Madison 

Guaranty Savings referral. 

8. RTC Internal Memorandum, Nay 19, 1993. Additional 

conversation with Office of Legal Counsel for U.S. Attorney's, 

. U.S. Justice Department, Washington, D.C. No record of 

Madison criminal referral at Washington DOJ. 

9. RTC-KC E-Mail, Nay 19, 1993. Madison matter forwarded to 
Donna Henneman in "Legal Counsel." Referral submitted to that 
office "because of the political ramifications and political 
motivations." 

10. RTC-KC E-Mail, Nay 26, 1993. Follov-up call from Donna 

Henneman (DOJ) • RTC advised by an FBI agent in Little Rock 
that it was a "very solid case of check kiting, and was highly 
prosecutable." Henneman was growing increasingly frustrated 
by the situation, because she had seen the information, knew 
that it had cone in, and couldn't understand why she was 


^ Previously unreported information relating to the 
prosecutorial strategy of criminal referrals has been redacted. 
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having such a hard time tracking where the referral and 
exhibits had gone. 

11. RTC-KC E-Mail, June 8, 1993. Conversation with Donna Henneman 
(DOJ) • Madison Referral has reappeared on her desk. Criminal 
Division has sent memo to Doug Frazier (in Depty Atty General 
Heyman's office) advising him that there was "no identifiable 
basis for recusal of the U.S. Attorney in the Eastern District 
of Arkansas." Referral sent to Frazier for review and final 
decision. 

12. RTC-XC E-Mail, June 23, 1993. Conversation with Donna 

Henneman (DOJ) • Package returned from Frazier. Frazier 
appointed U.S. Attorney in Florida. 

13. RTC-KC E-Mail, June 23, 1993. Further Conversation with Donna 
Henneman (DOJ) • Spoke with Doug Frazier. Decision made to 
return the referral back to the Arkansas U.S. Attorney. No 
basis for recusal. 

14. RTC-KC E-Mail, June 29, 1993. Source indicates Madison 

referral has been returned to Little Rock. Acting U.S. 
Attorney will not act on referral. It is being held until 
U.S. Attorney designee Paula Casey takes office. 

15. RTC-KC E-Mail, September 23, 1993. Conversation with Donna 
Henneman (DOJ) . Washington DOJ would like to be copied on all 
future transmittal letters concerning Madison referrals with 
an additional one paragraph summary of the content of the 
referrals with the transmittal letters, so that Henneman will 
be aware of those with "sensitivity issues." 

16. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 

Henneman (DOJ) . DOJ would like copies of all future Madison 
referrals sent to Washington in addition to sending to u.s. 
Attorney in Little Rock. Henneman will confirm this in 

writing. 

17. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 
Henneman (DOJ) . Washington DOJ withdrawing request for 
referrals to be sent directly to Washington, but would still 
like copies of transmittal letters with addendum summary 
paragraph. 

18. RTC-KC E-Mail, October 26, 1993. Conversation with FDic- 

Memphis concerning Exam Reports* 

19* RTC-KC E-Mail, October 27, 1993. Conversation with Donna 

Henneman (DOJ) . Inquiry on whether declination letter had 
arrived from Little Rock U.S. Attorney. 

20. Letter of October 27, 1993 from Paula J. Casey (U.S. Attorney) 
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to L* Jean Levis (RTC) • Declination letter on the Madison 
referral. 

21. Letter of November 1, 1993 from L. Jean Levis (RTC) to Paula 
J. Casey (U.S. Attorney). Confirmation of declination letter 
and the stipulation from October 27th letter that the matter 
vas concluded prior to the beginning of Paula Casey's tenure 
and that the RTC had never been advised of such result. 
Chronology of correspondence between RTC and DOJ. 

22. RTC-KC E-Mail, November 10, 1993. Notice of nev RTC lead 
investigator on Madison. L. Jean Levis removed as lead 
investigator. "The Povers That Be have decided that I'm 
better off out of the line of fire ..." 

23. RTC-KC E-Mail, November 15, 1993. Transmittal of vhite paper 
outlining chronology of events related to 1992 Madison 
referral. Challenges nevs article indicating that decision to 
decline Madison referral had been prior to Paula Casey's 
appointment. 

24. RTC-KC E-Mail, November 15, 1993. Discussion of meeting with 
Donald MacKay. "He's coming here to evaluate us, our work, 
and to try and decide just hov good this case is, and how he 
can best deal vith a very sensitive political situation." 

25. Letter of December 21, 1993 from Michael Caron (RTC) to Bill 
Houston (FDIC-Memphis) . Seeking information on banks involved 
in loan svapping. 

26. RTC-KC E-Mail vith attachment, January 6, 1994. Discussion of 
contact vith reporter. 

27. RTC Memorandum of January 14, 1994 from Jack Ryan to rtc vice 
Presidents and Assistant Vice Presidents. Requirement that 
the collection and distribution of all information and 
material responsive to requests concerning Madison be 
coordinated through RTC-Washington. 

28. RTC-KC E-Mail, January 25, 1994. Establishment of Madison 
reviev team. 

29. RTC-KC E-Mail, February 7, 1994. Conversation vith Little 
Rock U.8. Attorney's office. "(H)e'd spoken to Jeff Gerrish 
recently, and that Gerrish vas 'absolutely astounded' that 
nothing more vas ever done criminally vith Madison, beyond the 
Castle Grande transaction. 

30. RTC-KC E-Mail, January 5, 1994. RTC Washington review of 
Madison investigators. Response memo from supervisor stating, 
"FYl. This is vay out of line. I have already contacted woe 
and filed a formal complaint." 
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31. Letter of October 10, 1983 from C.J. Giroir, Jr. (Rose) to 
James B. McDougal. Pursuant to discussion with Hillary 
Clinton enclosing a billing for Madison Bank & Trust dated 
December 23, 1981. 

32. Memorandum to Governor Bill Clinton from Jim McDougal, 

February 7, 1985. "Kathy called yesterday to ask for my 

recommendations for two people to fill the vacancies on the 
State Savings and Loan Board. . . . Bill, ve are down to only 
about 15 state-chartered savings and loan institutions and I 
am about the only one around who has any interest in this 
board." 

33. Letter of December 12, 1984 from James B. McDougal (Whitewater 
Development Co.) to Ron Proctor (Citizens Bank). "I have been 
unsuccessful in trying to meet with Bill and Hillary to sign 
the vote renewal. I have forwarded to them by messenger this 
morning the nore and an envelope with which to forward it to 
you. Each month we will deposit into our account at Plippin 
an amount sufficient to cover the monthly payment." 

34. Memorandum to John Latham from Jim Mcdougal, April 18, 1985. 
"I want this preferred stock matter cleared up immediately as 
I need to go to Washington to sell stock." 

35. Memorandum to John Lathan from Jim McDougal, February 19, 
1985. "Proceed with your idea on the subordinated notes. We 
need to make a decision an Madison Bank & Trust." 

36. Memorandum to John from Jim, January 7, 1985. "You, Greg, and 
X need to discuss Securities License. First South has one on 
by its Service Corporation." 

37. Memorandum to John Lathan from Jim McDougal, July 11, 1985. 
"I need to know everything you have pending before the 
Securities Commission as I intend to get with Hillary Clinton 
within the next few days." 
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Notts from tht convtrtttion bttwttn RTC Struor Criminal Investigator L. Jtan 
Lews and FOXC Attornty April SrtsLaw on February 2, 1994, from approMimattiy 
3:50 p.m. until 4:35 p.m. 

• April ttattd that *tht people at the top* keep getting asked about 
Whitewater, which teems to* have become a catch all phrase for Madison and 
it*s related investigations. She said that eventually "this group* ie 
going to have to make a statement about whether or not Whitewater caused 
a loss to Madison, but the fact that Whitewater had no loan at Madison 
provided less potential for a loss. April stated very clearly that Ayan 
and Xulka (7), the "head people*, would like to be able to say that 
Whitewater did not cause a lose to Madison, but the problem is that so far 
no one has been able to say that to them. She felt like they wanted to be 
able to provide an "honest answer*, but that there were certain answers 
that they would be "happier about, because it would get them off the 
hook.* 


April felt that it viould have been difficult to determine exactly what 
happened with the Whitewater account, because so many checks had gone in 
and out of the account, and made a reference to the end resulting netting 
itself out. She asked about Creg Young's %#ork papers on the Maple Creek 
Farms reserve for development analysis, and how it didn't seem to have any 
apparent tie to Whitewater. I concurred that it didn't have any 
legitimately defined tie, which is precisely why it was included in the 
referral. 

She inquired about the $30,000 check to Jim McOougal from Whitewater in 
5/85, and about the disposition of the funds. X explained the transaction 
as X know it: the $30,000 had been converted to a MCSSL cashier's check, 
which was subsequently endorsed by ■■■■■■■■and deposited to Riggs 
National Sank. X explained that when the cheek was force paid, the 
Whitewater account was overdrawn by over $28,000 which was then 
subsequently covered by the payment of a $30,000 bonus from MFC to Jim 
McOougal, deposited directly to Whitewater on McOougal *s orders. 

She asked how we could get to a clear cut ans%#er as to whether or not 
'Whitewater caused a losS to Madison. X stated that, as far as X am 
concerned, there is a clear cut loss. X also stated that any attempt to 
extract Whitewater as one entity from the rest of the McOougal controlled 
entities involved in the alleged check kite will distort the entire 
picture. X further pointed out that I would produce the answers that were 
available, but that I would not facilitate providing "the people at the 
top* with the "politically correct answers just to get them off the hook*. 

She asked questions about the specifies of the checks going through the 
Whitewater account, t stated that it appeared that the majority of the 
checks written out of the Whitewater account during the window time frame 
were going to other financial institutions to make lean payments. X also 
said that the referral focused only on a short time frame, but that if 
that same research were conducted for a two year period, it was my belief 
that the losses to Madison from the Whitewater account alone %#ould easily 
exceed $100,000, given that $70,000 had gone out of the account during the 
six month window time frame. X further added that the end loss result from 
the entire scam, using all 12 companies /anti ties, would be hundreds of 
thousands of dollars in what were essentially unauthorised loans. 

I stated that if she wanted me to tell her, unequivocally, that Whitewater 
didn't cause a loss, X could not do that. X could only reiterate the 
allegations contained in the referral, which are based on fact, and that 
it is my opinion and belief that Whitewater did, in fact, cause a loss to 
Madison because of the amount of the unauthorised leans that McOougal 
made, through the check kite, to entities in which he was a primary party 
and beneficiary. X also pointed out that this ultimately benefited his 
business partners - the sane business partners that kne% 4 ^hey had real 
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•ttatt v«nturtt that w«rt not cash flowing, but that alto knew their 
rnortgages and/or notes were somehow being paid. I pointed out that these 
business partners are intelligent individuals, the majority of then being 
attorneys, who oust have concluded that McOougal was making the payments 
for their benefit. X posed the question to her, if you know that your 
mortgages are being paid, but you aren't putting money into the venture, 
and you also know the venture isn't cash flowing, wouldn't you question 
the source of the funds being used to your benefit? Would you just assusw 
that your partner was making these multi-thousand dollar payments out of 
the goodness of his heart? wouldn’t you wonder even more if you knew that 
your business partner's main source of income, an sei, was in serious 
financial difficulty, which by 198S was fairly common knowledge? 

We discussed the initiation of the HGSL investigation, and how evidence of 
the cheek kite came to light. I explained that after reviewing a series 
of checks, all of which noted ’'loan* in the memo field, I discerned a 
pattern that looked like a check kite, and proceeded to trace funds 
through the vsrious accounts, which is a standard investigations 
procedures. The end result was the referral alleging a massive check 
kite. I also advised April that I had been told by both the U.S. 
Attorney's office (Mae Dodson), and the FBI (Steve Irons) that this was a 
highly prosecutable case of check kiting. I also told her that X disputed 
the declination of that referral on the basis of "insufficient 
information*. She commented that ’'that's what Grand Juries are for*, and 
1 pointed out that it generally seemed to be the poliqf of the U.S. 
Attorney to agree to open a case before they %«ould start Grand Jury 
proceedings. I also noted that I found the treatment of that particular 
referral by the Justice Department to be highly unusual. This concluded 
our discussion. 
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HINUTES OF HEETINC 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


Th« Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.m. at the offices^ of 
Madison Financial Corporation at 16th and Main Stree’ts, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 


The first order of business, introduced by John Latham, 
was the matter of authorizing' prepayment of Jim 
McOougal's bonus. After a full discussion, the 
following resolution #as unanimously adopted, with Jim 
HcDougal abstaining from the voting: 

"RESOLVED, that the Corporation pre-pay to Jim 
McDougal 830,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development.” 


There being no 
adjourned. 


further business, the meeting was 
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Chairmen ’ 
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State of Arkansas 

OFFICE OF THE SECRETARY OF 
..... 

APPLICATION FOR REGISTRATION OF 
FICTITIOUS NAME 


T« W.J. **tlN** McCtftii 
Stcrtlaiy ol Slat* 

Slala Capllol 

Lilli* Rock. Arkantaa 73201 MM 


STATE 

filed 

JUL 2 ^I 98 C 

W. JL “Wtt* MeCUEN 
vcacraky of staic 


Pursuant lo the provisiont of Sacllon SS ol ie Arkansas Business Corporation Act. (Act 576 of 1965). 
the undersigned corporation liereby applies for the registration of the use of a ficiiiious name and sub- 
mits heremrith the following statement: 


1) The fictitious name under which (he business is being, or wilt be conducted by this corporation is: 

Hadlaon Rarkatlnt 

2) The character of the business being or. be conducted, under such fictitious name is: 

advertielnt and public r atlOaS 

3) a) The corporate name of the applicant 

Madlaon Financial Corpi 

b) The State of incorporation la: 

Artinaii : 

c) The location (giving cHy and street address) of the registered office of the applicani corpoi atwri 
in Arkartsas is: 

Street 7\2h Flrat CfiitiTlnl Ihillrtlfif 

City Little toek. 

State At 

4) The appNcani slates that if 6 Is a foreign r orporation that it is admitted (0 and auUtoiized to do Uusi' 
ness in the Slate of Arkansas. 

5) The filing lee in the amouni'ol IIOiOO is enclosed. 




Name ol AppBeani Corporation: 

'•ommtian 


Slgnaiuf or ( fft 


el Coc 




P 0 loo tStS. Uttio Bock, At 72203 


SEAL 


ATTEST; 


^ sscnsfAOf 


INSTRUCTIOfSS: 


Prepare iMa term In duplieaie. aandioSeerolary el State’s OMeai Slate Capitol. LNlle Pock. Arkansas Ouplicaie 
copy w«B bereturnod teihe eorporpion end mutt be Stod wiOi the County Clerk, (not requwed in Pulaaki County) 
of the County m wbidt the Cerperetlen’a regis ?red oMce ta localed. 
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HOi/ti 

to 


2 / 25/92 

CO 

4 / 15/92 


4/20/92 

to 

4/24/92 


II 


cni9:m imsTiOArr/e chrosologt or evoin 



Msdison CiisrMty Savings i Com cncsf ) Md iff olUgM timm to 
dhitooMoe OOMOlopmont Corporation rohitoytor* ) Md ohi t mnllw 
Clinton w roportod in a 2/9/92 Pow fork Timon trtielo by Jo££ 
Oortk, PGSL oonor Md bosrd chnirmnn, Jnmon f. HeOougnl, hod boon 
provioutly trjLOd Md toqoittod on bMk £r*od ebsrgon in 9/90 • 





tngviriot rogording tkoom tioM omnnotod from both PTC Znvo at igttiont 
in Vsakington, p*C,, and tha formar Oiraetor o£ tha TuJaa 
Conaolidatad 0//ic«*. Tha Vaahington inquiry ynt through tha KMaaa 
City Magional Tnvaatigationa Offiea to tho TuJaa Conaolidatad 
Znvaatigationa o/fica, vho uaa raaponaibla for invaatigating failad 
ArkMaaa thrifta. Tha quaation vaa raiaad aa to whathar Phitawatar'a 
ralationahip with HGSL had baan raviaood, and vara thara mt 
raaulting loaaaa or potantial criminal aetiaity documantad, Aa a 
raault a£ thia inquiry, tha Tulaa offica criminal invaatigatar 
aaaignad to Arkanaaa thrifta aaa aakod to uork vitA eA« civil 
ii)vcfcig«cer in raviauing tha coaplatad invaatigatiaa findinga to 
data. Over a tvo vaak pariod. tha criminal inaaatigator raaiawM all 
thrift records obtained from tha iiiacicueioA at tha tima of 
conaarvatorahip uhich were scored in tho fuiee o//ice. Thaaa 
record# included tha available Board Pinutaa, coamittaa Md 
subaidiary minutaa, fidality Bond policiaa, fHU axama from prior 
yaara, outside audita, legal corraapondanca filaa and varioua 
limited lean filaa. Ho mention uaa found of any Hhitavatar 

ralationahip with HGSt. 


Ounng this time frame, Tulsa Investigationa learned that a former 
Most employaa, aubaaquantly (and still) m attorney in tha 
employment of a Little Mock lau firm handling extensive iitioecion 
in Arkansas for tha PTC, had allegedly fabricated at least tuo years 
of minutes for an HGSt subsidiary, Hadiaon financial Corporation 
m/C*;. The criminal investigator vaa asked to raviav daily 
records created by tha former employaa, vho vaa at that tima the 
euacutiva assistant to formar HGSt praaidant, John Latham. Latham 
pled guilty to one charge of bank fraud in 1999. Copies of tha 
former employee's records had been shipped to Tulaa, vhara it would 
be determined if further investigation vaa appropriato. An 
affirmative decision was reecAed during tho firat vaak of 4/92. 
vhila this raviav vaa being conducted, tho civil investigator was 
reviaving additional Hadison records stored in Little Mock under tha 
control of tha post^ receivership assuming bank. Central SmM 9 Trust 
(“C99T* ) . These records, vnich had never baan inventoried by eicAer 
MGSL or CSif, vara stored in a dovntovn little Mock varahouaa, and 
Mcludad, but vara not limited to, former officer corraapondanca, 
legal files, subsidiary land davalopmomt and invaatmont tiles, 
microfilm, demand deposit (checking) account recerds/Oinders, 
caneallad cA#cAs« etc. 


baaed om tho findings of cAese concurrenc crisiinei and cxvii 
inrestigscive raviava, cAe decision vaa made that both invoatigatora 
should travel to little nock for a more extensive raviav of the 
^frahoua^ documents. At this point, tho criminal investigation, 
vhich had beam previously scheduled for late 1992, vaa raachadulad 
to 4/92. 


The investigators conducted an extensive review of tho varaheusad 
records# and tha crimMal investigator talked vith tho fbX and O.S. 
Attorneys office regarding tho 1990 trial of former HObl ovnar 
Jamas b. HcOougal, Tha criminal invaatigator learned that tAe /•! 
vaa previously avaro of tho fabricated subaidiary minutes and had 
taken no cri«inei eetion. Tulaa Investigationa aeneeeeent was 
advised accordingly and tAet aspect of tho review wee suapondad. 


fits? 
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MMditon GusrMty S4¥ing9 S tOM 
Criminsl l/ivtseigjcivt Chronology 
Pogo 2 


5/1/92 

to 


7/15/92 


9/1/92 

to 


9/2/92 


9/3/92 

to 

:2/l5/92 


12/15/92 


to 

3/14/93 


Tho worohou9o4 r«cortf« rovoolod odCitionol Vhitoyotor chockiag 
MCOtt/iC ftjctMACs, t9X9ing iorthor qoo9tion9 oboot tho p 9 yoo *9 on 
9omo of Vhxtowotor*9 choekn. A numtor ot doeomonto bolonginq ce tho 
formor Chio/ finsncxsl Of/xeor of neSL/ltre yoro locntod. Among 
th090 documontn voro oovorsi secountMt/Jodgor yorknhooig on 
numorou9 MPC 9ub9xdxsry Isnd •dovolopmontn*, oil of yhicb vro 
h99¥xly »ub9xdxMod by nesL. XncXudod in ono oi tho doyolopmont 
vork9ho0t9 nsrkod */r«pi« Crook formn* yoo on xtom donoting o $30,000 
eborgo to Vbitowotor for tho coot of on onginoorxng torvoy/ thio wo 9 
tho firot indicotion of o rolotionohip botwoon MCSt ond/or HfC ond 
Vhitoyotor boyond tho oniotonco of tho vhitowotor ehocking oeeount. 
Originol microfilm, olong with portinont originol documonto from tho 
yorohouoo, yoro sont bock to TuJoo for further inoootigotion. 
Moooorch ¥09 conducted on tyolvo McOougol ond/or HcOougol buoinooe 
portnor controlled occounto, including Vhitoyotor. Chock copioo yoro 
produced for o tvo yoor period botyoon 4/94 ond $/9$t o otondord 
ineootxgotxvo procedure vhen trocing tho fley of fundo. 

During the firot yeek of 5/92, oil Tuloo Conoolidotod Office 
employeeo yere odvxoed thot the Tuloo office yould bo pormonently 
clooing ot the end of 1/92* All Tuloo Invootigotiono recordo yero 
ohxpped to tAo Konooo City Office, thuo putting tho iroOijoii 
in¥09tigotion on hold* The copy proceon on til# KcOougol ond/or 
ifcDougol buoxneoo portnor controlled occounto yoo outpended ot yell, 
due to eguxpment ond rocorOs relocotxon. 

The criminol invettxgotor trontferred to eJio Kontoo City office ot 
the end of 1/92, retumxng the onolynxo of noditon documentt ond 
checko, A crxmxnol reforrol (9C0004) yot tubtoguontly goneroted 
ollegxng o $1,3 mxllion check kitxng tchomo botyoon tho HcOougol 
ond/er HcOougol butxnett portnort controlled ontitxoo, includxng 
Vhitoyotor, Thit reforrol yot tubmxtted to tho P9I ond 0,s, 
Attorney, Cottern Dxttrxct of Arkontot on 9/2/92, 

Hoeing tubmxtted tho inxtxol reforrol on HGSL, tho criminol 
invettxgotor redxrected prior itxet to the ongoxng xnvottxgotxont 
of throe other foxlod thrxitt, yhich yore xntentxfying, firtt 
federol Souxngt, Poregould, Arkontot, yhich yot retching tutpect 
plot negotxotxont, fxrtt Americo Souxngt, ft. Smxth, Arkontot, uhich 
hod been referred from jurxtdxctxon xn tho vettorn Dittrxet of 
Arkontot to tho Oollot Monk Proud Took force, ond Citmoron federol 
Souxngt, Hutkogoo, Oklohomo, for yhich xnuottigotiont hod recexved 
on ollegotxon of potentxol troud from tho monoging ogent. 
Throughout thoto xnuettxgotxont, tho criminol inuottopotor contxnued 
to ro^oot ond monxtor o retponto on ncsi reforrol 0COOO4, 

Tho 9.S, Attomoft offxce did oot offer ony otondord retponto to 
tAo Host reforrol, oduitxng either tiloc o cote yould be opened or 
thnt protocutxon yould bo declined, for three montht. In retponto 
to numorout collt from tho crxmxnol invettigotor during thot time, 
tho £itcio Mock fSI Speciol Agent in Chorgo tent o letter of 
ocknoyledgomont to the PTC ttoting thot both tho fMI ooO 0.5. 
Attorney hod recoxuod tho reforrol ond ethibitt, Tho invettigotor 
continued to york on tho oforomontionod inttitutiont yhile 
continuing to monxtor o potentxol retponto on tho HOSL reforrol, 

Tho criminol invettigotor initiotod o proliminory review of criminol 
activity ot 5ovoro Souingt, Little Mock, Arkontot, ovt of yhich o 
formor borroyor hod boon convicted ond tontoncod in conyunetion yith 
0 foiled ToMOt Stt, Thit reviey involved oMtentive intorviowt vith 
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5/4/93 

eo 

5/25/93 


5/31/93 

to 


4/4/93 


4/5/93 

eo 

10/9/93 
:0/ 17/93 


H/l/93 

eo 

2 / 24/94 


th« bcrroy»r. *iH t r»vi«w ot Aia p«r«on«i eorporttt raeartfa 
pTXOT CO Jkij S0AC0/)ciO9 end ineercotetxon in Into 4/93 Thm 
in¥09tigstor CMtinuod to msko vorboi ro^uosco for o writton 
rcoponoo froo tAo f§T or (7»S» Attornoy on Most roforroX COOO 40 

On 5/4/93, tAo criminoi in¥09tigotor oont 0 lottor to tAo a s 
Attornoy Mytiruig eboot tho ocituo of tAo roforroi. TAo roolonMo 
from tAo O.S 0 Attonoy roforrod tAo inrootigotor to tAo O.s. /utcico 
Oapartaaat ia VaaAiaftoa 0 .C. fh, eriaiaai iavaacigaear iaitiata 4 
a aariaa ot caiia to oa//v«aaXa«tM ca aaearcaia tJta ototuo at til 
ra/arrai. aiaaitaaaaaair, eaa’ criaiaai iavS.iJItwt 
M¥OOtigotiono doportmont Aood end tho fiold iovootigociMo o//ic#r 
dotorminod tAot e^o ^ot ompodiont voy to eomploto tAo iiivooeigoeioo 
of pro¥ioo9ly dofinod criminoi ollogotiono oc MOSl voo co topplomont 
tho in¥Ootigoti¥0 monpovor. 

TAroo odditionol criminoi in¥ootigotoro vor# oooigood CAo took of 
ro¥iowing loon tronooctiono, chocking occoonts ond ouboidioA 

crimiooi activity at 

both HOSL anrf MfC. Tho loot xnvootxgotot, aiana witA aaetAaa taaJk 
oooxgnot iaoootxtotor. rotoraot ta tho tittlo Koch varaAauaa Jar 
tarthor tfMiiaaat ravica. Tho ihvootigttoro oMUionotly troVoUot 
to tour otho, camciaa ta raviaa loot roeordt portoioiog to preparty 
solo*, loon ont mortgogoo ro/loetot iji tAa County Clork’t o/tieoo 
Thoto txntxngo wart thorod wrtA tAa otnar ootigiiod invoatipatora. ' 

rna tour xnuottxgotort rouxouod ond onolytod oil awaiiaMa nesL 
tronnoetxonol xntormotxon tor tho onouing HO doyo. An a toMlt 
nino odditxonol criainai rotorrnlo involving auitipia non ond nre 

ouhmxttod to tho 0.0. Attornoy ond 

Tho lood etxmxnol ’xnvootxgotor roeoxvod a iattar trom tho nov o s 
Attornoy tor tho tottorn Oxttrxct ot Arkonoon, Poult J, Cotoy. Tho 
lottor ttotod cAat rotorrol teOOOt. luhmxttod t/i/ti. hod taae 
doclinod duo CO *in»uificiont inforototion*. 

ATC Criminoi inoootigotiono continuoo to support tAo inuoatiootiv 
offorto of thoni ond d.S. Attornoy by prolong SSsi i/J 
doeumonto uoroAouood in Monoso City, ond offoring oooiotonco oieii 
ongoing oubpoono compliotico. 
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Th« reiponilbiuty for Invettlgitlon of *11 ftllod Arkantat thrlfta waa aiaumad 
by tho Tulaa RTC Offlco of Invottigat Iona during tha flrat guartar of 1991 
RaaponalbiUty waa aaaunad from tha fagan/Mlnnaapolla RTC Offica of 
Znveatlgatlonai tha laad Eagan Invaatlgator for Madiaon Guaranty Savlnoa. Littla 
Reck, Xrkaniao at that tlma waa Mika RaoDarly. 

Whan tha Tulaa offica aaaumad thia raaponalbility, Madiaon Guaranty waa aaalgnad 
to civil Invaatlgator Wyatt Adama. Shortly aftar tha raaaalgnaant of tha 
Arkanaaa thrlfta, aavaral mambara of tha Tulaa offica of lovaatigationa aada a 
awaap through tha failad Arkanaaa ahopa and appropriatad all tha racorda daamad 
nacaaaary for tha affactiva complation of both civil and criminal invaatigationa* 

Zn mid auamar 1991, Invaatlgator Wyatt Adana travalad to Littla Rock to raviaw 
Madiaon Guaranty racorda hold by tho acquiring antity, Cantral Bank and Truat, 
in an eld, nen-cliaata controlled building downtown on tha rivar, which had baan 
convartad to a "racorda atoraga* facility. According to Adana, whan ha arrived 
thara ware artanaiva racorda in poor condition, haphasardly heaped into tha 
atoraga apace on tha aacond floor, which waa poorly lit and protected by a chain 
link fence and a padlock. Boxaa ware on thair aldaa with racorda dumped out, DOA 
bindara were poorly atackad in ona corner, and multiple boxaa had been ahovad 
Into shelving, with no identifiable inventory. It should be noted that thaaa 
records were already in the warehouse at the tine of tha Znveatigationa team 
Spring 1991 "sweep" through the Arkansas thrifts, and that tha former Managing 
Agent concurs that, to his knowledge, there was no inventory of thaaa records. 

In July 1991, tha crininal invaatigation of Madison Guaranty waa assigned to 
Investigator Jean Lewis. A fgUQw»yp criminal investigation waa tentatively 
slated to begin during the third quarter of 1993, due to tha fact that former 
thrift owner James B. McOougal had previously been triad on Bank fraud chargee 
stamming from Madiaon Guaranty, and waa acquitted in 1990. Tha follow-up 
investigation was intended to ensure that any remaining potential criminal 
matters had baan properly raviawed and addressed. 

In March 1993, Senior Invaatigativa Spacialist Jon Walker contacted tha Ranaaa 
City regional RTC office regarding an article that had appeared in tha Maw York 
Timee stating poaaibla tiaa between Whitewater Oavalopisent, Madison Guaranty 
Savinga and Loan, and Bill a Miliary Clinton. Personnel in tha KC regional 
office then contacted the Tulsa office with a request that thia issue be reviewed 
to determine if Investigations waa aware of, had raviawed and/or appropriately 
addressed natters pertaining to tha possible ralationahip between Whitewater 
Oavelopment and Madison Guaranty. 

After a review of all available Tulsa Investigations inventory docuaants, 
Invaatigatora Adams and Lewis %#ere detailed to the warehouse in Little Reek to 
review the rasmining Madiaon racorda and ensure that nothing had been overlooked 
with regard to any potential action on thia matter. Investigator Lewie noted, 
with coneurranee from Adame, that upon arrival that the recorde were in very poor 
eonditioh, appeared to have been dumped and/or cr amm ed into the warahouae space, 
and that there was no available inventory provided by Central Bank A Truat 
personnel which could identify tho nature of these records* Investigator Adams 
noted that this was the same condition in which he*d found tho records in 1991. 
Boxes had to be rearranged in order to establish %«ork space and room for a table 
and two chairs* 

During tha review of these records, neither Investigator Adame or Lewis located 
any lean files and lean records relating specifically to Whitewater Development 
or the Clintons* Investigator Adams than want through a nuater of ftamand Deposit 
Account binders, to ascertain if Whitewater had maintained a checking account at 
Madiaon Guaranty. Me located an account and atataments for 19M, 19DB and 19CC. 
Investigator Lewis reviewed multiple boxaa of records, and recovered several 
documents from former thrift officer files that warranted further review* Among 
thoee documents was a ledger sheet marked "Reserve for Development - Maple Creak 
farms* from the records of former Madison CfO Greg Yeung* On that lodger shoot 
woo netod a $30,000 dovolopmont rooorvo coot for an ongineering survey charged 
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to WhltewAttr Dovolopaont. Thtro v«g alto • llAltod tinount of olerofUa locattd 
at tho warthouio* which waa appropriated under the torma of tha PU A^rtonont and 
roturnad to Tulaa along with tavaral ODA blndara» with pamitalon fro« Cantral 
Sank 4 Truat. A algnad raealpt containing an itaai tad liat of th a doeuaanta 
taken by Intaatigatora Adaaa and Lawia waa left with ■■■■■iKol cS4t. 

Prior to departing Little Reck, Xnvaatigatora Adaaa and Lawia reviewed tha 
Madiaon daily work fiU held by Cantral Bank 4 Truat to raaaarch tha flew of 
funda through tha Wiitawatar account aa pulled froa tha aenthly atataaanta, which 
ia a atandard operating procedure for I nva at igatiena. Several checka payable to 
the Bank of Cherry Valley which identified loan nuabero, were identified and 
copied froa the daily work. Alao copied were nuaareue check payable to entitiee 
entitled Peabroka Manor, Rolling Manor, Madiaon MarketUg and othera, all of 
which ware algned by Jaaea or Suaan MeOougel, payable to Mhitewater Oevalopaent 
and containad tho notation "loan* in tha aeao field on the check. Accounta were 
located and reviewed for theae other identified entitieof aiailar checka 
containing the "loan* notation were found to have been paid between the entitiee. 
At that tiaa, both invent igatera concurred that additional reaearch would be 
appropriate, and regueated all available file relating to Madiaon Guaranty and 
returned it to Tulaa, leaving a receipt for the file, bindera and original 
doeuflienta pulled from former office filea with CB4T eaployee Bonnie Crocheron. 
Copiee of the entity atateeenta and check a were pulled and/or dup licated free 
film for the 19B4, 19B5 and 1984. 


After the < 
Bank 4 Trui 
an RTC ri 
continued. 


original file waa duplicated, the duplicatea were returned to Central 
■t for their retention, and the original file waa retained in Tulaa by 
laearch contractor. The erininal inveetigatioe of Madiaon then 
aa the civil claina had previoualy been cloned out by PLB. 


In conjunction with the ongoing Madiaon inveatigation, Xanaaa City Xnveatigatora 
Jean Lewie and Randy Knight traveled to Little Rock ia S/93 to reviait the 
Madiaon recorda held in the downtown warehouae. Upon arrival Inveatigater Lawia 
imnediately noted the condition of the recorda waa aignificantly more organised 
than it had been during the previoua viait, and it waa evident that a number of 
boxea had been cleared out. 


During thia viait to the warehouae. Invent igator Lewie learned from the atorage 
facility attendant that the law firm of Mitchell, Selig, Jackaon, Tucker 4 White, 
former general counael to Madiaon Guaranty Savingo, alao atorod recorde at the 


A number of the remaining boxea vere reviewed, and tho keya returned to 

at Cantral Bank 4 Truat. At that time, Znveetlgator Lewie noted to Ml 
■■■■i that the warehoueo aeemed to lack a number of boaee that had previoualy 
been there, andMMlHHB edviaed that aome of tho recorda had been retrieved 
and were being held in a back room at the bank (CB4T). when aaked why thia had 
not been diacloeod when tho keye had been picked up rather than returned, Ma. 
Crecheren*a reeponae waa *yoe didn*t aak.* 


X^houW b^ete^hat^ccordin^^h^^ttornejr^taf^ntittleRort* 

to Madiaoi^n^ia^SSo n a d before the Grand Ju^^o^teatiiBS^Tt^Stcome*^ 
that inveatigation haa never been dieclooed to thia office. 


Xn conjunction with the ongoing PBX inveatigation of the RTC* a referrala, 
Xnveetigatioee adviaed the PBX that additional original Madiaon Guaranty 
microfilm, along with the recorda at the warehouae# t«ere under the control of 
Central Bank 4 Truat. Xt ia the underatanding of Xanaae City Office of 
Inveetigatieee that the aforementioned recorde have new been aubpoenaed by the 
U.B. Attorney *e office and ere now under the control of the Little Rock PBX. The 
original Madiaon film held by Xnveetigationa hae aloe been turned over to the pbx 
along with other recorde aubject to Grand Jury Subpoena. 
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Resolotloc ist Corporation 

Kansas Gta Consolidated Office 

4900 Main Slreet« P.O. Box 419570 

Kansas Gty» Missouri 64141 (816) 531-2212 (800) 365-3342 



September 1, 1992 


Mr. Steve Irons, Supervisory Special Agent 

White Collar Crime Unit 

Federal Bureau of Investigation 

Two Financial Centre, Suite 200 

P.O. Box 21370 

Little Rock, Arkansas 72221 

Re: #7236 Madison Guaranty Savings & Loan 

t Utile Rock, Arkansas - In Receivership (11/29/90) 
CRIMINAL RE FERRAL NUMBER CQQ04 

Dear Sin 


Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a repon of an Apparent Criminal Irregularity. 


Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. 1 hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law. and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 


Due to the extensive nature of the exhibits relating to this referral, they are being submitted to the 
U. S. Attorney's ofSce under separate cover at a later date. 

Please direct any inquiries to the Investigator identified on the referral fonn, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas City Consolidated Office. 


Sincerely, 




L Richard lorio 

Field Investigatioia Officer 


Enclosure 
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ResoiuCio: jst Corporadoa 

Kiasas Oij Consolidated OCQcc 

4900 Main Stmt, P.O. Boi 419570 

Kansas Gty, Missouri 64141 (816) 531-2212 (800) 3650342 



September I, 1992 


The Honorable Giarles A. Banks 
United Suits Attorney 
Eastern District of Arkansas 
U.S. Post Office and Courts BuUding 
600 W. Capitol, Room 331 
P.O. Box 1229 
Little Rock, Arkansas 72203 

Re: #7236 Madison Guaranty Savings & Loan 

Little Rock, Arkansas • In Receivership (11/29/90) 

CRIMIN A L REFERBAL^WiMBER CQQQ 4 

Dear Sir 

Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 


Information in this referral may have been derived from finandal records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law, and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nanire of the exhibiu relating to this referral, they are being sent to your 
office under separate cover. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausea 
Department Head/Crimioal Investigations, Kansas Gty Consolidated Office. 


Sincerely, 



L Richard lorio 

Field Investigations Officer 


Enclosure 
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TO: 

FROM: 

OATS: 

RE: 


MCKORAMOOK 

CriaiiMl Adain Fila 
Jaan Lawia 

Criainal Xnvaatigator 
Nay 3, 1993 

Background raaarks and convarsatlen with AOSA Bob 
Rgdday'a of flea ra: Madison guaranty Savings rofarrai' 



In March 1993, shortly aftar tha dapartura of forsar O.s. Attomay 
Chuck Banks, X vas advisad by AOSA Bob Rodday on an uneffieiai 
basis, that BaiOcs had forwardad tha "Madison rafarral” to Justiea 
in Mashii:gton O.C. alnost iaaadiataly aftar raeaiving it last 
Saptaabar; Rodday also addad that Banks had takan this action as 
tha rafarral was "politically hot*. 

I eontaetad Rodday *s offica aarly this aftamoon to saa if AOSA 
Floyd Mae Dodson vas still, with tha O.S. AttoriMy's offica, of if 
ha had laft with Chuck Banks. X was advisad by Rodday 's sacratary, 
Laura, that Dodson did, in fact, laava with Chuck Banks, and shs 
offarad na thair nuabar, which X dacllnad. X askad bar what would 
hava happanad to Dodson's casas, ai:d sha offarad to *chaek tha 
eosputar* and call sa back, if X could giva bar a spaoifie easa, 
which X did, identifying Madison Cuaranty Savings criainal rafarral 
/ C0004. 

Approxisataly fiva ainutgs latar, Laura called back and advisad sa 
that no record of that rafarral shoved up in thair eosputar systaa; 
sha then advisad sa that in conversing with AOSA Rodday, ha told 
her that Banks had sent it to Justice in Washii:gten, and that "va'd 
probly never hear about it again”. 

A latter inguiring about tha status of the rafarral has bean 
prepared to saiid to 0,S.A, Pence latar today. 

ce: Ricbard Xorle 

Las Ausaa 


/l?iS 
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memorandum 


TO: Criainal Adain Fil* 

FROM: J«an 

DATE: May 19, 1999 

RE: Additional eonvarsation with Offiea of La^al Counsol for 

O.S. Attornoy's, U.S. Justico Dopartaont, Hash., o.C. 

Xn following up ay pravious discussion with tho Offiea of Lagal 
Counsal on Hay 13, X contactad Dyona Hitchall (sacratary) of that 
offiea to saa if sha had baan abla to dataraina tha status of tha 
Madison rafarral, as I had not heard back froa her. Sha consultad 
her notas and advisod aa that thay "have no racerd of that 
rafarral, it is not in thair coaputar systaa, it has not baan givan 
to an attornay"; upon ropaating this rasponsa to bar, sha 
raitaratad "no na'an, that rafarral has not baan subaittad to this 
offiea." 

Aftar advising Laa Ausan and Richard lorio of this eonvarsation, 
tha dacision was oada to rasubmit tha rafarral through tha U.S. 
Attornay's offiea in Littla Rock, and contact Ms. Hitchall in tha 
Offiea of Lagal Counsal to saa if that offiea should ba copiad on 
tha rafarral and lattar to Richard Panca, U.S. Attornay in Littla 
Rock. X contactad Ms. Hitchall again to inquire as to whathar that 
office should ba copied op tha rafarral. Sha said yas, and whan z 
asked to whose attention it should ba directed, sha responded that 
it should ba sent to Acting Assistant Attornay Genera 1 Daniel 
Xoffsky,. as tha Assistant Attorney Ganaral, Mr. Oallinger, has not 
yat bean confiraad. 

The lattar of ra>subaission will ba prepared this afternoon, with 
a copy going to Mr. Xoffsky's attention. 

ce: Richard Xorio 

Lea Ausan 
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TO! 

Cc: 

Bcc: 

From: 

Subjoct: 

Oatm: 

Attach: 

certify: 

Porvardad by: 


L. Richard XoriolInvastigationsIRTCXcMlO 
Laa 0. AusanIXnvastigationsIRTCXCMID 

L. Jaan LavisfXnvastigationsIRTCXCMXD 
#7236/Madison Guaranty Savings 
Vadnasday, Kay X9« 1993 15:55:03 COT 

Y 



In following up on tha suggaation that Mr. Oanial Xoffslcy, Acting Assistant 
Attorney Ganaral, ba sant a copy of Madison rafarral # C0004> X contacted tha 
Office of Legal Counsel to verify tha correct address. In spaahing with Oyona 
Mitchell of that office, I reiterated tha address provided by US Atty Richard 
Pence, which reads: 

Office of Legal Counsel 

Executive Office for the U. S. Attorneys 

U. S. Justice Department 

Washington, DC 20530 

the letter provided the phone number (202) 514*2041. • 

*4s. Mitchell advised that the Office of Legal Counsel and the Executive Office 
'or the U. S. Attorney's were two separate sections, and that the referral say 
nave been forwarded to the Executive Office instead of Legal Counsel. She 
then connected me with the operator, who put me through to the Executive 
Office where X spoke with Stephanie Kennedy. X explained to Ms. Kennedy vhat 
: was looking for, and she said she would get back to me this afternoon. 

-he called me back at 3:30, and advised that she had forwarded the matter on 
-o Donna Henneman in "Legal Counsel", who would check it out and call me back 
tomorrow. X then contacted Ns. Henneman to offer background information on 
vhat I was looking for. When X explained that it was a referral out of 
^adison Guaranty, forwarded to that office by Chuck Banks, she had immediate 
<nowledqe, stating "oh, the one involving the President and his wife". She 
-hen stated that the referral had been sent to that office (exactly which 
Office is still unclear to me) as a special report for the attention of the 
attorney General, and not as a referral for prosecution. She then stated that 
'anytime a referral comes in that would make the department look bad, or has 
oolitical ramifications, it goes to the Attorney General." She further added 
-hat the referral had been submitted to that office "because of the political 
-amifications and political motivations", and then told me that referrals were 
iot orosecuted out of that office. She then stated that the referral had been 
declined. I advised her that the referral had hot been declined, and read her 
-he letter sent to this office by U.S. Attorney Richard Pence, s^ 
acknowledged that she was confused, and told me she would speak with her 
iuoervisor. Deborah Westbrook, and have her call me back tomorrow. X then 
isked for Ms. Henneman's title, and she informed me that she was the Ethics 
Program Manager. I thanked her and ended the conversation. 

:'ll keep you posted if and when X hear from Ms. Westbrook. 


tlTbl 



To: 

Cci 

Beet 

Froat 

Subjoet: 

Oatat 
Attaeh: 
CortlFyt 
forvardo4 by: 


L. Rlchara lorlo^nvestlgatlonsfRTCKcHIO 
Lea 0. AusanBlnvastigationslRTCXOflO 

L. Jean Levis# Invest iqations^RTCXCMIO 

/7236/Madison Guaranty 

Wednesday « May 26, 1993 16:10:47 COT 

Y 



I've Just reeeived a follov-up eall froa Donna Renneaan at Justiee in O.c. 

She Inforaed ae that after speaking with Deputy Oireetor/EO Wayne Rich she 
learned that referral /C0004 had been sent to former Special Counsel Ira 
Raphelson. I noted that Mr. Raphelson Is now in private practice, she 
concurred and said that she wasn't sure where it had gone after he left, but 
that she was goina to call the "criainal fraud division at Justice* and see if 
they are prosecuting the case or if a declination letter has been issued. I 
restated that, to sy knowledge, the referral had not been declined, and that 
Z had been advised by an FBI agent in Little Rock that it was a *very solid 
case of check kiting, and was highly prosecutable.* 



^suspects named in the referral 
for her reference, and she thanjeed ae ano to] 
she'd be back in'Tbuch as soon as she found something. She also stated that 
she was growing increasingly frustrated with the situation, because she had 
seen the inforaation, knew that it had come in, and couldn't understand why 
she was having such a hard time tracking where the referral and exhibits had 
9 one. 


To date, each tine she has given ae a date that she would call back, she has 
kept her word. I'll let you know when I hear froa her again. 
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To: 

:c: 

3cc: 

Troiki 

Subject: 

3at«: 

\ttach: 
:«rtify: 
?orvard«d by: 


L. Richard lorio^InvestigationslRTCXcdlO 
Lat 0, Aus«n|Invtstigations#RTCXCMIO 

L. Jaan Lawlsilnvastigations^RTCXCMIO 
Madison Guaranty 

Tuasday« Juna I, 1993 15:16:49 COT 

Y 



xs va discussad this norning, I was going to contact Audray Word at OOJ in 
Mshingten this afternoon; howavar, bafora I could call, Donna Rannaaan in tha 
rxaeutiva Office for U.S. Attorney's called aa. It saaas that Madison 
afarral 0 C0004 has reappeared on her desk. Audray Mord was successful in 
ocating tha referral within tha Fraud section of tha Crininal Division and 
ietaminad that tha individual assigned to tha referral **didn't want to deal 
ith it**, so she sent tha referral and all pertinent info back to Donna 
ennanan for further disposition. 

onn. «dvis.d m. that th. Crinin.1 Division (no on. sp.cifieally id.ntiti.di 
*nt a aane to O 0 U 9 Frasi.r, Associata Daputy Attornay Canaral (in Oaotv Attv 
anarai Hayvan's o(fica) advising hia that thara was "no idantifiabla basis ^ 
or racusal of tha O.S. Attornay in th. Eastarn District of Arkansas"; th'is 
as a direct quota froa tb. aaao, as sha read it. Sha than told aa that sha'd 
ontactad Mr. Frasiar who did not raaaabar racaiving tha aaao, and suaoastad 
hat sha gat tha mano and tha rafarral to hia for raviaw and a final dMision. 

ha has subsaquantly sant hia both tha rafarral and tha aaao, and said sha' 11 
aap aa posted. I than advised her that during tha intervening period 
iditional inforaation has surfaced that would further support Uia aliaoations 
sntainad in tha rafarral. so 1 would be most curious as to their decision r 
.'.an concluded tha conversation by tailing har "whatever tha decision is r 
«ad soaathing in writing so that 1 can close out tha file with a declination 
r offer support for an ongoing ease." she agreed and said sha'd stay in 

3UClta 


'11 keep you posted. 
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To: 

Cc: 

3cc: 

From: 

Subject; 

Dat«s 

Attach: 

Cart if y: 
Forvardad by: 


L. Richard lorioIXnvastigationsIRTCXCNXO 
Ua 0. AusaniInvastigationstRTCXCMIO 

L. Jaan LavisIXnvastigations^RTCXCMIO 
/7336 Madison Guaranty Savings 
Wadnasday, Juna 23, 1993 1S:31:99 CDT 

Y 



At approxiaataly 3:00 this aftarnoon, I spoka with Donna Hannanan in tha 
Sxaeutiva Office for O.S. Attorneys, regarding tha status of tha Madison 
rafarral /C0004. Sha advised that she had sent tha "package* to Associate 
Deputy Attorney General Doug Frasier on Juna S, as va had previously 
iiscussad, but that sha had received the entire package back on her desk today 
vith no further answers, as Mr, Frasier was now tha new U.S. Attorney in one 
9f tha Florida districts; she had not detemined whether Mr. Frasier had taken 
sny action prior to his departure, and had spoken with her supervisor 
regarding her next action shortly before X contacted her. She advised that 
sha will attempt to contact Mr. Frasier in Florida sometime tomorrow, and 
Utarnina what decision, if any, had been made. 

She then advised that "this sort of thing happens all the time when we're 
:rying to get the guys upstairs to make a decision." She said she'd be back 
.n touch as soon as sha had an answer from Doug Frasier, or his replacement a 
*r. Dave Hargolis. * 

'his was tha 8th conversation X'va had with Ms. Hannaman since X first 
.'ontacted her on May 19, 1993. 

'11 keep you posted. 


I mo 



To: 

rc: 

3cc: 

"roa: 

Subject: 

3ata: 
attach: 
rartify: 
rorvardad by: 


L. Richara loriolInvastigations^RTCXcMIO 
Laa 0. Ausanllnvastigations^RTCKCNIO 

L. Jaan Uvis#Xnvastigations#RTCXCM10 
#7236 Madison Guaranty Savings 
Wadnasday, Juna 23, 1993 IS: 37: 30 COT 

Y 



3onna Hannaaan (EO/US Attornays) Just callad as bade to lat aa knov sha'd 
ipoka with foraar Assoeiata Oaputy Attornay Canaral Doug Prasiar* Ha advisad 
lar that ha aat with Tony Nuseato, tha Oiractor of tha Exacutiva Of flea for 
:.S« Attornay's, and that tha dacision has baan aada to raturn tha rafarral to 
•ha U.S. Attornay in tha Eastam District of Littla Rock, as thara was "no 
aais for tha racusal of tha D.S. Attornay", and apparantly a lack of 
conflict of intarast." 

s. Hannanan than addad that sha doubtad whathar or not tha U.S. Attornay, 
astarn District/ Arkansas would ba awara of this situation yat, but suggested 
hat I wait a few days and than contact that office in Littla Rock. 

ha asked to ba kept posted on tha outcona, and offered her continued 
ssistanca whenever and however possible. 


IW! 
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To: 

Cc: 

Bcc: 

Proa: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richara lorioBInvestigationsmcKcrtID 
Lee 0. AusenflnvestigationsBRTCXCNlO 

L. Jean LevisBInvestigationsBRTCXCMZO 
#7236 Madison Guaranty Savings 
Tuesday « June 29, 1993 16:08:21 COT 

Y 



I received a call this afternoon froe a highly reliable and confidential 
source, that the Madison referral (C0004) has been returned to the U.S. 
Attorney's office in Little RocA, Arkansas. My source has advised ee that the 
acting U.S. Attorney, Richard Pence, has stated he has no intention of acting 
on this referral, and plans to let it sit until such tine as the new U.S 
Attorney designee Paula Casey, takes office on either an interim or permanent 
basis. It was stated that there was displeasure at the fact that the referral 
had been returned to the Little Rock office, and that the reason cited for 
it's return was that the Executive Office for U.S. Attorney's found no basis 
for recusal, and no conflict of interest emanating from the U.S Attorney's 
office in the Eastern District. However, the acting U.S. Attorney is of the 
opinion that if the (strong) case against James McDougal is taken to trial, it 
will appear to be **sour grapes" due to his acquittal during his first bank 
fraud trial. 

Z was further advised that there is no definite date yet as to when Ms. 
Casey's confirmation will occur, and that it is likely that she will assume 
her responsibilities on an interim basis. My source has advised that t win 
get a "head's up" call when Ms. Casey assumes her new responsibilities, but 
that such appointments have been delayed in the past, and may take a while. 

Z'll keep you advised should Z hear anything further. 


/IPZ 
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To: 

Cc: 

Bcc: 

rro«: 

Subject: 

Oete: 

Attach! 
Certify: 
Forvarded by: 


L. Richara lorioBZHVEST-lBRTCXC 
Lee 0. Ausen# INVEST- It RTCXC 

L. Jean Levlst INVEST- ItRTCXC 

#7236 Madison Guaranty Savings 

Thursday « September 23, 1993 15:03:56 COT 

Y 



had a conversation with Donna Henneman, Ethics Program Nanaaer 
Office for 0. 8. Attorneys. I called Donna to make a final ' 


XWe just had 

Executive 

determination as to whether or not' she wants formal notificationof'the 
existence of the subsequent referrals being submitted to the O. 8. Attorfi*v 
Eastern District of Little Rock, on Madison. A^^omey, 

rn discussing the standard RTC procedure of the submission of referrals she 
las requested that she be copied on the transmittal letters that go to the o 
5 . Attorney and FBI. At the time she receives the copies of those letters 
she will then request the referrals and exhibits from the U. 8. Attornev^s' 
iff ice for any necessary follow up. So. at her request. lUl ask Donna Minton 
:o cc: Ms. Henneman in her official capacity. She felt that a letter " 

•equesting copies at this point was unnecessary, and if it becomes necessarv 
;he will go through her channels at Justice to obtain the documentation from 
J. 8. Attorney Paula Casey. Donna has also requested that I provide a brief 
5ne paragraph summary of the content of the referrals with the transmittal 
.etters, so that she will be aware of those with "sensitivity issues." l win 
:e glad to provide the requested summary as an addendum paragraph to the 
)ottom of each transmittal letter. ^ ^ 


he then asked me about the final disposition of MGS6L referral C0004 i te%\d 
er that I had been advised that it was received back in the U. 8. Attornev's 
ffice, but that I had received no formal notification that a case had been 
pened, nor a declination letter. I expressed my concerns that the sane 
ituation could befall the next referrals to be submitted, and she assured me 
hat she and her supervisor, Oeb Westbrook, would stay closely in touch with 
he situation, due it's potentially political ramifications, some of which I 
xplained for her edification. 


he asked me to stay in touch as to the responses that X get from the u 8 
ttorney's office, and assured me that, if necessary, the "higher-ups* at* 
ustice would make sure something got done with these referrals, including the 
irst one, which in her words "should have been handled by new, one way ^ the 
ther." * 


'11 keep you posted. 


nt72> 



4414 


To: 

Cc: 

Bcc: 

Froa: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richaro IoriolINVEST-l§RTCXC 
Ue 0. Ausen^INVEST-lIRTCKC 

L. Jean Lewis®INVEST-l§RTCXC 

#7236 Madison Guaranty Savings 

Wednesday, September 29 , 1993 12:16:43 EOT 

Y 



X've just received a call froa Donna Henneaan, Ethics Program Manager 
Executive Office for U. S. Attorney's, Washington, 0. C. She advised that 
she had spoken to her supervisor. Deb Westbrook, and Ms. Westbrook U 
supervisor, Doug Frazier, regarding whether or not the Executive Office wanted 
copies of the aadison referrals slated for subaission this week. Ms. 

Westbrook and Mr. Frazier have determined that the Executive office should 
receive copies of the referrals and exhibits. Upon receipt, they will review 
them and determine whether to instruct the U.S. Attorney's office to act on 
then accordingly, or if they should be forwarded to the Public Integrity 
Section of DOJ for further review. I inquired as to the nature of the ^blic 
Integrity Section and was advised that it is the section of DOJ responsible 
for the prosecution of public officials. Ms. Henneaan also advised that they 
lave made the decision to get the Deputy Attorney General's office involved in 
'his situation, and bring them up to speed. 

: asked her to submit this request in writing, in order to document the 
Investigations file and she responded that she would do so, faxing me a letter 
-his afternoon. I've provided her with the fax number and will coov vou uoon 
‘iceipt of her letter. ' ^ 

ro briefly summarize the situation to date, I contacted the Executive Office 
:or U. S. Attorney's on May 13, 1993, at the written suggestion of U.S. 
attorney Richard Pence, pursuant to his letter of May 10, 1993 regarding ay 
written inquiry as to the final disposition of Madison referral /C0004 
;ubmitted on 9/1/92. Mr. Pence advised that the referral had been forwarded to 
:he Executive office by former U.S. Attorney Charles A. Banks due to what he 
teemed was a "conflict of interest". This information was relayed to Ms. 
ienneman during my first conversation with her. During subsequent calls Z 
received froa Ms. Henneman, she advised me as to her progress in tracking the 
^hereabouts of referral /C0004, which she finally located and. had forwarded 
sack to her office on June S, 1993. At that tine, Ms. Henneaan advised me that 
:he decision had been aade by personnel in the Criainal Division of DOJ that 
.here was "no identifiable basis for recusal of the U.S. Attorney in the 
lastern District of Arkansas", and that the referral would be forwarded back 
o the U. S. Attorney's office in Little Rock. Since that time, Ms. Hennaean 
.as contacted ae to follow up on the final disposition of the referral. l have 
•dvised her that this office has not yet received notification of an opened 
ase, or a letter declining prosecution. During these aforementioned 
onversations, the issue was raised as to further referrals, and whether the 
xecutive Office should be copied on any further referrals to avoid a 
acurrence of circuastances. I received notification- of that decision today 
hen Ms. Henneaan contacted me, as previously outlined. 

’lease let ae know if you have any questions. 




To; 

Cc: 

Bcc: 

From; 

Subject; 

Date: 

Attach: 
Certify: 
Forvarded by: 


L. Richara lorio^INVEST-lgRTCKC 
Lee 0. AusenBiNVEST-liRTCXC 

L. Jean LewislINVEST-lfRTCKC 

/7236 Madison Guaranty Savings 

Wednesday, September 29, 1993 16:22:55 EOT 

Y 



I've received a follov-up call from Donna Henneman with the Executive Office 
for a. 8. Attorneys. She spoke with her supervisor. Deb Westbrook, regarding 
ey request for a written follov-up to her verbal request that the Executive 
Office be copied on all the Madison referrals and exhibits. Ns. Westbrook has 
i#ithdra%m her initial request for copies, and stated that they will go through 
the U. S. Attorney's office to obtain copies rather than having us copy their 
office directly. Ms. Henneman indicated that this route would not make the U. 
S. Attorney's office feel as though the Executive Office was "going behind 
their back" in requesting copies of the referrals. 

She then reiterated that she would like to be copied on the transmittal 
letters that will be sent with the referrals to the U. 8. Attorney and the 
rBI, with a brief summary paragraph outlining the suspects and content of each 
referral. X agreed to her request, and will make arrangements to provide the 
requested summary on the transmittal letters. 

I'll let you know if X hear from her again. 


/I?75 


To: 

Cc: 

Bcc: 

From: 

Subject: 

Date: 

Xttach: 
Certify: 
Forwarded by: 


Ue O. AUaen§INVEST-l§RTCKC 
L. Richard Iorio#INVIST-l§RTCXC 

L. Jean Lew is« INVEST- 1§RTCKC 

/7236 Madison Guaranty 

Tuesday, October 26, 1993 15:35:28 CDT 

Y 



Just FYI... 

lased on our conversation this afternoon regarding the OCC's inability to 
locate their past exams for UNB/Little Rock, X took a shot at a hunch, and 
lade another call to Cristina Flechas, the attorney for the FOZC in Meephis 
/ho had previously advised me (in response to ay written request of 6/23) that 
)CC would have been the regulatory agency for UNB during 1986, 

:ristina, so Z have learned, is no longer with the FDZC in Memphis. However, 
spoke to her successor, Broderick Nichols, and outlined the previous request 
fith him, asking him if he would do some additional followup just on the off 
hance that the FDIC might have done a concurrent exam on UNB with OCC at some 
oint between 1983 and 1987. Z then explained to him that the occ seemed to 
e having some difficulty in locating their records, and advised him that I 
as informed by OCC that prior to 1991, UNB was actually First National Bank 
>f Jacksonville. Hell, it turns out that Broderick Nichols is from Little 
ock. What a small world! And he evidently grew up knowing where Union 
ational Plaza is and that Union National Bank was, and still is, the largest 
ank in Little Rock. He was somewhat concerned about the fact that OCC 
ouldn^t find their exams, and has offered his expeditious assistance in 
oca ting any concurrent exams done by FDIC. He's also offered to aid me in 
ocating other potential leads and sources within OCC that night be able to 
ediscover the whereabouts of the UNB exams. He couldn't quite understand how 
he OCC could lose a $500 million bank. Does this sound familiar?? 

'11 keep you posted. 


II TJ C 


To: !>. Richard tortolINVEST-lIRTCXC 

Cc: 0. AUStnllNVCST-lIRKKC 

BCCI 

Frost L. Jotn UvlsIINVCST-llRTCKC 

Subjoctt #7234 Kadisoii Guaranty 

Oatot «adnasday« Octobar 27, m3 13:37:23 COT 

Attach! 

Cartifyt Y 

Forvardad byt 



Juat got a call free Donna Hannasan, Ethics Program Nanagar, Bxacutlva Offlea 
for OoSo Attornayso Sha aakad if I'd racaivad a daclination lattar on tha 
first rafarral (C0004) from tha 0.8. Attornay in tittla Rock. Z told har that 
/a had not racaivad a daclination to data. Sha than adviaad that har 
suparviaor, Dab ffaatbreok, had avidantly had a convarsation with U.S. Attornay 
'aula Caaay, and that Ms. Casay statad that sha vould ba sanding a daclination 
attar to tha RTC on that particular rafarral. No data was givan, and Donna 
iid not rafaranea tha data of tha convarsation batvaan Ms. Mastbrook and Ms. 
'asay. Z askad Donna if sha knaw tha basis for tha daclination, and sha 
aspondad that sha did not, and hadn't saan a copy of tha lattar aithar. * Sha 
han suggastad that if Z do not racalva tha lattar of daclination within a 
airly short tins frame, to plaasa lot har know. 

onna also noted that Ns. Westbrook advised har that USA Casay had statad sha 
ould **daal” with tha other referrals as wall. 

'11 kaap you posted as to any further calls from Ms. Rannaman. 


/(T7-; 
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United S 
Easum l 


Aiiomfy 
•ict of AHuinsas 


ATT- / 


C0Ver te IIB 
Laid Modt, Aftmm 72JHi 


October 27, 1993 



Ms. L. Jma L«vis 
Crlalnal Xnvaatigator 
Rasolution Trust Corporation 
4900 Main Straot, Suita 200 
Kansas City, MO 64112 

Ka: #7236 Madison Guaranty Savings and Loan 

Criainal Rafarral Nuabar C0004 


Oaar Ms. Lavis: 

X as %ariting at tha raquast of tha Offica of Lagal Counsal, 
Exacutiva Offica for O.S. Attorneys of tha O.S. Oapartaent of 
Justice to let you know tha status of this rafarral. 


As you know, this rafarral was raviavad by tha Criainal 
Division of tha U.S. Dapartsant of Justice at tha raquast of tha 
previous United States Attorney for tha Eastern District of 
Arkansas. Tha sattar vas concluded before X began working in this 
offica, and X vas unaware that you had not bean told until I vas 
contacted by tha Offica of Lagal Counsel. After receiving tha call 
fron Legal Counsel X reviewed the referral, and X concur with the 
opinion of tha Dapartsant attorneys that there is insufficient 
information in the referral to sustain many of tha allegations made 
by tha investigators or to warrant tha initiation of a criminal 
investigation. 


Although X as declining to taka further substantive action on 
this rafarral, sy decision does not foraelosa future prosecutions 
about tha Betters covered by tha referral or related setters in the 
event that sy offica and tha FBX are given access to records or 
inforsation indicating that prosecutable cases can be sada. 

Sincerely, 


c^.Ci 




• 0 

PAOIA J. CASK 

OnltAd StAtM Attern.y 


eei 0.tea Wastteoek 

Otflc. ot Counsel 


// ??? 
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Vov0mb€r It Iffi 

Th0 MoaotM% /• C«««f 

9nit%d SIMM Aeeom«f 

PiJtrict 0 / AtJUam« 

#.0. Jos til9 

tittle JecJ, JUrJoiisas 72209 

Jot #7JJ# JoJitea (^loroiity Joviii^o i £o«a 
CrimiitMi Jo/orroi jrusJor C0004 

Ooor M9. 

I hBV fCBivd your OctoJor i J9J iottor rojortflng tJo oJovo copeioootf tJri/t 
oiitf ro/orr«i* On eJo Josij 0 / cofuiMes eontoinoJ sitJiii your ioecor, I «a 
Ineorproeinj eAot corrorpoorfoAco os s /onsi tfociiAscioo eo prosocuto ro/orrsi 
*€0004, rou scipuiseoJ in your ioeeor eAse eJis astcor vss conciutfoJ prior co cjo 
JogiAAing 0 / your eoiiuro ss eJo Onieotf Sestos Atcoraoy /or tJo Jsstora Oistricc 
0 / AtAsasss. Jrior to eAo rsooi^ 0 / your iottor. Air XnvostigotiOAs vss sot 
otfvisoJ cAst tAo aottor As/ Aoon /omsiiy conciudotf. 

JotvooA SoptofiAor I, iff/ AAd todoy's dsto, tAis o//ico Ass rocoivod o total 0/ 
cAroo lot tors uitA rogord to tAo o/oroooAtionod ro/orroi, iaciudiiif your iottor 
0 / dociiAotioA. /Ao otAor tvo iottors uoro /roa PJX/JAC Joa Jottua, l2flS/92t 
ocluieviodgiAd rocoipt 0 / tAo ro/orroi, sad /roa Aotiaj Oaitod Jtotoo Attoroo/ 
AieAord Poaco, S/ 10/92, BdviBiJiO tAis o//ieo tAot Ao 00 s unsvoro 0 / tAo ro/orroi 
stotus os it Aod Aoon /oxvordod to tAo Jsocvtivo 0//ieo /or Oaitod Stoeos 
AtterAoy's Ay /oraor Jnitod Jtotos Atternoy CAucA IsaAs. 

1/ tAoro voro otAor docuaoati producod tAot ora roiatiro to tAo coaciusion 0 / 
tAis aottor, X vouid opprocioto rocoiviag tAo opproprioto oopioo. 

XAo JXC Joasss City 0//ico 0 / Xavostigotioao Wii coatiauo it*o policy eg 
cooporotioo vicA AotA tAo Oaitod Jtotoo Attoraoy'o o//ioo oad tAo PJI on oil 
rBicrrcl roiotod oad iavostijotivo aottoro, aoAiaf oii portiaoat rocerds 

oeoossiAio 00 rojuootod* 

JAouid you Aouo say /urtAor juootioao, or 1/ tAio o//ico aoy Ao 0 / /urtAor 
osoistOAOO, pioaoo do aot Aositoto to eoatoct ao at fflJj fJJ*71jy, 0/ i/ x oa 
uaovaiioAio, Juporuioory Xauostijotor too Ausoa at ffiJi or /ioid 

Xavootijotioao 0//icor JicAard Xorio at ( ilJi f JJ-7JIJ« 


Jory truly yoaro# 



Joaior Criaiaai Xavootijator 


cc« OoAra JootArooA/0//ieo 0 / tojai Couaooi 

£• JicAard Xorio/fiold lavoocijacioaa 0//ieor/Jm 
too Aaooa/Juporuioory lauootijator/iCOO 


4«aDMb*vJAtor.5UtoJaaif&MaiOiy*.IMhnud.64l^ 
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To: 

Cc: 


Bee: 

Ttomt 

Subjoet; 

D«to: 

Attach t 
Certify: 
Forvardod by: 


Jana M. wanAovsklfOlAIRTCXC 
L. Richard Zorio 
Laa 0. Ausan 
Michaal X. Caron 

L. Jaan UvislINVEST-lIRTCXC 
ra: aadiaon guaranty 
Wadnaaday, Movaabar 10 » 1903 

M 



Hay yottl Just a haada up to lat you knov that Mika Caron, Senior Crininal 
Investigator, is now the lead invaatigator on Hadiaon...ao anynora faxaa you 
aand ahould cone to Mika 'a attention, and any further connunication about 
Madiaon ahould go to hin, too. The Povara That Be have decided that Z'a 
batter off out of the line of fire (and Z ain't arguing), but plaaaa lat aa 
aaaura you, that va are leaving you in vary capable handsi Got any quaationa 
beyond that, aak Laa or Richard... 


tigro 
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To: 


'c: 

^QC^ 

'roas 

•ubj«ct: 

)at«t 

ittaehs 

'orvardad by: 


j«Bt« R. i/udintlOptr-invIRTCOC 
Dtnnit N. CavinavICXCCiRTCXC 
Jams 6. ThoapsonlEXECFSClRTCXC 

A. Bovan HlntonfOLMRTCXC« Jana M. JankovsklfOUIRTCXC 

L. Jaan UvialiNVEST-URTCXC 
L. Richard Xor lot INVEST- ItRTCXC 
Hadlson Guaranty 

Monday, Novaabar IS, IS9) 11:26:54 CSX 
HHXTEPAF.MAO 
N 



)n Thursday, Novaabar 11, 1552, thara was an artiela that appaarad in tha 
'aahington Post conearning daclination ot prosacution on tha first Madison 
afarral that was transaittad to tha Oapartaant of Justiea (OOJ) on August 31, 
952. 

'ontainad in tha artiela was inforsation that tha rafarral had baan raviavad 
>y OOJ and that a dacision had baan sada aarly on to daclina on this rafarral 
>nd that whan Paula Casay US Attornay, Littla Rock, Arkansas, in fact issuad 
ha daclination in Octobar 1993, sha was sisply bringing this sattar to a 
losa. 

ha docusant attachad claarly rafutas this train of thought. Xn fact, it 
ippaars that no thorough raviav of tha docuaant had baan conductad as lata at 
una 23, 1993, sosa tan sonths aftar tha rafarral had baan initially 
ranssittad. Xt was not until Saptanbar 29, 1993 that this offiea was advisad 
hat tha rafarral would ba raviavad. 

his whola issua night not ba iaportant, hovavar, for purposas of cradibility 
ith ragard to tha RTC's af forts in this araa, this nano and attachnant ara 
ubnittad for factual clarity. 


nw 
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RTC CrlAlnal Kafarral #C0004 on Madison Guaranty Savings was cooplstsd on August 
31, 1992, signsd by RTC Kansas City Xnvaatigations BanagsAsnt on Saptaabar 1, 
1992, and sant via cartifiad mail on Saptaabar 2, 1992, to Charlas A. Banks, O.f. 
Attornay, Eastarn District of Arkansas, and SSA Stava Irons, FBI, Littla Bock. 

By aarly Bovambar 1992, no standard writtan raaponsa of prosacutioo or 
daclination had baan forthcoaing froa tha O.J. Attornay* a of flea* Za aid 
Bovambar 1992, tha laad criminal investigator aada tha first of a nuabar of 
▼arbal raquasts to both tha O.S. Attornay and FBZ in Littla Bock for soma fora 
of writtan icknowladgamant that tha rafarral had baan racaivad and raviawad. A 
writtan acknowladgaaant datad Oacambar IS, 1992, froa FBI SAC Don X. Fattus, was 
racaivad by tha laad criminal investigator on January 4, 1993. This 
acknowladgaf&ant stated that tha rafarral had baan racaivad, and that further 
quaations should ba directed to AUSA Floyd Mac Dodson, who had also racaivad tha 
rafarral and exhibits. On January 7, 1993, tha laad investigator had a 
conversation with AUSA Mac Dodson in which ha advised that ha wasn't sura tha 
rafarral was still in tha O.S. Attorney's office in Littla Bock, and that if 
prosecution occurred, it would probably ba through a special attornay tsnt to 
Littla Bock to handle tha situation. 

For four months, there was no further communication or corraspondanca racaivad 
by Investigations on this matter. In a Kay 3, 1993, conversation between 
Investigations and tha U.S. Attorney's office, it was indicated that referral 
#C0004 had been *sant to Justice in Washington almost as soon as it was racaivad 
last September*. On May 4, 1993 Investigations sant a writtan inquiry to Acting 
U. S. Attorney, Bichard N. Pence, requesting tha status of tha rafarral. On Kay 
12, 1993, Investigations received a letter froa Mr. Pence (datad Kay 10, 1993) 
stating that former U.S. Attornay Charles Banks had determined that his office 
had a conflict of interest with conducting an investigation or prosecuting 
criminal charges relating to referral FC0004, and had sant tha rafarral and 
exhibits to tha Offica of Legal Counsel (*OLC*), Executive Office for U.S. 
Attorney's, U. S. Justice Department, Washington D. C. Re stated that any 
further inquiries as to tha status of tha referral should be directed to that 
offica, providing a phone number in Washington D. C. 

As suggested by Mr. Pence, tha Imad investigator called tha OLC on Nay 13, 1993. 
This initiated a series of IS phone calls between tha OLC and Invest igat ions i 10 
taking place between May 13 and June 29, 1993, and five transpiring between 
September 23 and October 27, 1993. The majority of these calls %/ere incoming to 
Investigations, and provided information as to the progress being made with 
regard to locating and determining the status of the referral* 

The June 23, 1993 conversation between Investigations and OLC indicated that the 
decision had been made to return the referral to the D.B. Attorney in Little Boch 
as there was *no basis for recusal of the 0. S. Attorney* and apparent *lack of 
conflict of interest.* During a conversation on September 23, the OLC Inquired 
as to the 'final disposition* of referral #C0004. They were advised by 
Investigations that no formal notification had been received of either a 
declination or intent to prosecute. Investigations then advised OLC that there 
were additional referrals pendingi OLC then requested that Investigations rsmaia 
in contact with the OLC regarding further coonunieation from the 0* S. Attorney 
in Little Bock. 

On September 29, 1993, the OLC contacted Investigations and advised that 1) the 
Deputy Attorney General's office had been advised of the situation and 2) that 
the pending and prior referrals would be reviewed and a decision made as to 
whether or not they be forwarded to the Public Integrity Section of Justice and 
reviewed for potential prosecution* A verbal request was then made by OLC that 
they be copied on the transmittal letters to the 0. S* Attorney accompanying tha 
new referrals, and that they be further provided with a summary of each referral. 



Th« flint ntv rtfttrilt %itrt tubaltttd to tho 0. S. Attornoy and FBX in littlo 
Bock on Oetobor I# 1993* On Octobor 13, 1993, tho Offico of Lo^al Coonttl waa 
provldod with copioa of tho tranaaittal lottora, and tho raquoatod auoMriaa on 
oaeh roforral* 

On Octobor 37, 1993, Xnvootigationo rocoivod a call from OLC Inquiring aa to 
whothor or not Xnvaatigationo had rocoivod a doclination lottor oo roforral 
#C0004| tho rooponoo wao *no«* Xnvootigationo wao adviood that O.O. httomoy 
Paula Caooy had adviood tho OLC that oho %iould bo oonding a lottor of docliaatioa 
to PTC Xnvoatigationo. 

On Novooibor 1, 1993, Xnvootigationo rocoivod a lottor datod Oetobor 27, 1993, 
from O.S* Attornoy Paula Caooy otating that tho diopooition of roforral PC0004 
had boon eoneludod prior to hor taking offico, and that oho *eoneurrod with tho 
opinion of tho Oopartaont attornoyo that thoro io inouffieiont inforaatioa... in 
tho roforral to warrant tho initiation of a crioinal invootigatioa.* 

On Kovoabor 11, 1993, PTC Xnvootigationo loarnod through an artielo ia tho 
Waohington Peat, that Paula Caooy had rocuood horoolf and hor otaff froa any 
furthor doaling with tho Madioon roforral o. 


f/9-rz 
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To; Lee 0. . .ien§INVEST-l§RTCKC 

Cc: 

BCC • 

Froa: L. Jean LevisflNVEST-liRTCXC 

Subject: 

Date: Monday, November 15, 1993 17:27:58 CST 

Attach: 

Certify: H 

Forwarded by: 



A few comments with regard to our conversation this afternoon about the 
pending meeting with Donald Mackay and his staff on 11/22. 

You know, Richard knows, Donohue knows, Nike knows, and I know that Mackay is 
not coming here to look at records. Cut to the bottom line. He is coming 
here because he wants to be convinced that there either IS or IS NOT a very 
good case behind those referrals. He isn't coning specifically to discuss 
subpoena conpliance, because he hasn't opened any cases yet. He's coming here 
to evaluate us, our work, and to try and decide just how good this case is, 
and how he can best deal with a very sensitive political situation. What 
would be easiest for him is to decide that, after meeting with RTC 
Investigations, he can conclude that there is no merit, and has 
accordingly advised Investigations that the natter will be dropped, if we 
don't convince him that those referrals are exceptionally solid, well prepared 
and supportable cases, then there is very little doubt that he will dispense 
with this situation in very short order. 

Regardless of stated agenda, and regardless of whether or not I'm in 
attendance, he's going to try and sake an objective assessnent based on what 
is presented to his during the meeting. If that's the way the meeting starts 
aut, then you better pull out all the stops to support the work we've done, or 
'.hat's the last we'll hear of the Madison investigation. That's my instinct 
:alking, and so far, it's been pretty nuch on target. 

fichael is extremely knovledgable about Madison, and very capable of handling 
:he situation. 1 would not do his the injustice of thinking otherwise. But 
.nternal political crap notwithstanding, if this nesting is going to turn into 
\ turkey shoot, then you are going to need every loaded gun you've got to 
issis^ you in convincing this special prosecutor that the case is as good as 
.t looks on the surface. And yes, we have strong documentation to support 
he allegations. But what's beneath the surface, including where we looked 
«nd why, who's tied to who, who's in business with who, who got paid for what 
•nd where all the internal and external ties are, isn't in writing. It's in 
iy head. 

've had my say. The decision is up to you and Richard. 


//rry 
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December 21, 1993 


Mr. Bill C Houston, Regional Director 
Division of Supervision 
Federal Deposit Insurance Corporation 
5100 Poplar Avenue, Suite 1900 
Memphis, Tennessee 38137 



Dear Mr. Houston: 

The Resolution Trust Coiporation's (’RTC) Kansas Gty Office of Investigations is cunently 
conducting an investigation into matters relating to an insolvent Little Rock, Arkansas 
savings & loan. Significant evidence poinu to the possibilities of loan ‘parking*, loan 
‘swapping*, insider abuse and collaboration between specific borrowers and the pritidpals 
of the BanklBimH^. financial institutions Little 

Rock, Arkansas including the aforementioned insolvent thriftH^rder to expedite this 
investigation, I would appreciate your assistance in providing this office with copies of the 
Reporu of Examination ('ROE*) from 1983 throu^ the most recent exam for the above 
captioned institutions. 


This written request is made pursuant to the terms of the Agreement Regarding 
Confidential Information between the FDIC and RTC, as signed ^ FDIC General Counsel 
Alfred J. T. Byrne and RTC General Counsel Gerald L Jacobs, effective January 1, 1992. 

Should you have aiqr questions or require additional informatioa, please do not M itate to 
conuct me at (816) 968-7191. Your expedited attention to this matter is 


Very truly yours, 

Michael E. Caron 
Senior Criminal Investigator 
Office of InvestigatkMS 


Uly. 


ce L Richard lorio/Field Investigations Officer/KGO 
Lee Ausen/Supervisoty Investigator/KCO 


4900 SIcUrt saver. Sknexn KonMiOiy’.IMMUtt Ml 12 (SrAtfJt- 22 tt 
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To; 


:c; 

)cc: 

romi 

object: 

)ete: 

\ttach: 
:ertify: 
"orvarded by: 


Jana M. J«nkovski90LA9RTCKC 
L. Richard Zoriol INVEST- 19RTCXC 
Ut 0. AusentlKVEST-l^RTCKC 
Klchaal X. CaronlINVEST-l«RTCXC 


L. Jaan Lavis#INVEST-l«RTCKC 


Thursday I January 6, 1994 18:12:05 CST 


Y 



*his is just to advlsa that aar liar this avaning, X racaivad a call from 

vho started out her call with ”I'va bean lied 
o by the Justice Dapartnant". I advised her that I could not offer any 
onnentf but that Z would listen to what she had to say. 

ha stated that her sources from DOJ« who vara there during the and of the 
ush Adninistration, had advised her that the original RTC referral was taken 
uch more seriously than the public has bean lad to believe, and that while 
hay believed that the Cl intones definitely stood to benefit from the alleged 
hack kiting activities, they nay not have had serious criminal culpability, 
hay also advised her that the referral was left in Little Rock to prosecute 
y former USA Chuck Banks, because for Washington to be involved would look 
too political." She said that they (her four DOJ sources) all told her that 
hare was no basis for recusal, and no conflict of inta^st in Little Rock. 

ha than advised that Justice sources today informed her that it was line 
taff attorneys in the Criminal section of DOJ/DC that decided the referral 
arranted no further investigation, and instructed Paula Casey to decline. 

*ie also noted that her previous DOJ sources had said that after the Clinton 
iministration cane into Washington, there were roadblocks put up around this 
iferral, and that it had been their opinion that the RTC staff was atteapting 
3 do a legitimate job, but was being stymied by personnel at Justice for some 
sason. She asked ne if it was true that the Clinton's were named as 
itnesses on the referral; Z declined comment. She asked me if it was true 
lat the RTC had not been notified for months after the referral was allegedly 
sclined by the staff attorneys in DC; I declined comment. 

told her that she would have to call you (Jane) in Public Affairs for any 
Iditionel information, and she advised me that she'd already talked to you, 
id got no information. She stated that she understood that I was in a 
.fficult position, for %diich I thanked her, and the conversation ended. 

found what she had to say very interesting. Zn the future, Z'll comply with 
chard and Lee's wishes that I not even listen to what a reporter has to say, 
id just offer a no comment. However, when someone starts out with "I've 
en lied to by the Justice Department", it's human nature to wonder whether 
’ not its true. 

•us endeth the lesson. 
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January 6« 1993 


This docuBcnt is a recap of a phone call th at I Just received froa 
reporter ■■■■■■■■Si whose opening couient 
was **I*ve just been lied to by the Justice Departaent.” Hy coaaent 
was that.X would not be able to respond to any of her questions, 
but that I was fascinated by the fact that she thought she*d been 
lied to, so I would listen to what she had to say. 


She outlined her credentials, stating that she'd written a book on 
drug trafficking, and had covered the "peanut loans", Bert Lance, 
Billy Carter, Jiaay Carter and the aajor govemaental agencies 
during the Carter adainistration. 

She'd been advised that I was the investigator on the case, and 
wanted to know which of the stories she'd been told by her sources 
at Justice were correct. Evidently, she had four fomer Justice 
sources who were there during the Bush administration, and that had 
been there when Chuck Banks sent the referral to Washington. The 
story they told her was as follows: 

• The referral was originally sent to DC as an "urgent report" 
for the Attorney General's review, due in part to the 
political sensitivity of some of the identified names, stating 
that Banks felt his office had a confict of interest. (This 
coincides with what my letter from Richard Pence states, and 
what Donna Henneman told me during our many conversations on 
the whereabouts of the referral) . There are conflicting 
stories about why Keeney %rrote the memo referenced in the 
Schmidt/ Isikoff story of l/S; her sources stated that when the 
RTC referral was reviewed at Justice, it was taken much sore 
seriously than the public has been led to believe, and that 
they believed that the Clinton's stood to benefit from the 
check kite although they may not have had serious criminal 
culpability. She asked if it was true that the Clinton's were 
named as witnesses on the referral; I told her no* comment. 


She said that her former Justice sources advised her that 
Banks had never recused himself, and that CID/DOJ DC left the 
referral in Little Rock and told Banks to prosecute, because 
1) there was no conflict of interest, 2) there was no basis 
for recusal, and 3) that for Washington to get involved would 
"look to political" since it was right before and after the 
'92 election. Her sources also indicated that DOJ now seems to 
be deliberately making it look like the referral was "vague" 
and "abbiguous”, and not to be taken seriously. 

She stated that her sources told her that it appeared that the 
RTC folks were legitimately trying to do their job, and had 
legitmate concerns relating to the allegations contained the 
referral, but that when the Clinton administration cane in, 
somebody started putting up roadblocks on the referral, and 
her sources didn't know where it was coming from. 


nm 
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• Her current Justice sources state that it was the line staff 
attorneys in CID/DOJ DC that made the decision several months 
ago that the referral warranted no further investigation, and 
instructed Paula Casey to decline accordingly; however, the 
RTC wasn't notified for months, which should have been 
corrected. 

■■■■■I went on to ask several questions, all of which Z 
replied I could not answer, and referred her Public Affairs and 
Jane Jankowski. She stated that she'd already talked to Jane, and 
that it had gotten her nowhere. She asked if Z knew anyone else 
that she could talk to, or if anyone that had left the RTC would 
have any information. Z stated that there were no names that Z 
could give her other than Jane Jankowski in Public Affairs. She 
then asked me if it was true that the RTC had not been notified of 
the referral declination for several months after it had been 
allegedly declined, and Z told her no comment. 

She said that she understood that Z was in a difficult position, 
and but that she needed all the help she could get. Z thanked her 
for understanding the difficultly of my position, advised her that 
Z understood that she was only trying to do her job as a 
professional, but that Z could not professionally or ethically sake 
any comment about the investigation. She offered her phone 
numbers, which Z did not vorite down. She thanked me for my time, 
and hung up. 

My overall impression of this conversation was that she is very 
close to the heart of this story, and that she is almost on top of 
the **white paper" chronology outlining the sequence of events and 
communication between DOJ and RTC on C0004. 


Lee Ausen wa s present for the entire conversation that Z had with 
and suggested to me shortly before the conversation 
ended that Z terminate the call with a "time out" gesture. He and 
Richard lorio both advised that if she included anything in her 
story regarding that fact that I'd even listened to what she had to 
say, it would look bad for the RTC, and recommended that in the 
future, Z not even listen to what a reporter has to say. 


I advised them both that I felt that listening to wh^ 
had to say provided valuable information, and that 
point in being rude to the press, anymore than there was any point 
in being rude to Justice or the FBI. "No comment" does not have to 
be offensive. Z further stated that I would never do anything to 
undermine that efforts that the RTC has made, or take any action 
that would question our credibility or integrity, let alone do 
anything to compromise the investigation on which Z have spend the 
past two years as the lead investigator. 


there was no 


Z concurred that in the future, Z would simply send the reporters 
to Public Affairs. However, Z am very much inclined to believe 
that, on the basis of my personal, and documented, knowledge of 
what transpired during the conversations Z had with Donna Henneaan 


//?n 



of OOJ/Offic« of Legal Counsal/Cthies section, that 
is not far froa the truth: it*s beginning to sound 
or nultiple "soeebodies* are trying to carefully control the 
outcoae of any investigation sorrunding the RTC referrals, and that 
the beginnings of a cover-up say have already started sonths age. 



// 
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Hit RTC his nodved mimcmt requou for infornation oo Kddison Guaranty Savtafi and 
Lota Anodadon and related maoers. bierim CEO Roger Ahmu is commioed to re^ondinf 
to Iheso requests as prompdy and tfioreughly as possible. 

In order to assure that the RTCs response to requesu on these manen Is thorough, aocuiate, Aiy 
and dmely, I hive established a worb*ng group to coordinate the eolIecdoB and dstribudoo of 
ail infoniudoa and matoial responsive to the requests. The working group is of / w 

Jaaea Dudine, William Collish aw. and Peter Knigm, ^ \ 

I la sore that I CM count oo the hill eooperaUoa of you ud your staff with thd working 
gioup. Pleue sre dire dlls mejMcandum is distributed to the ippropfiato staIR 

LC> 

^ /S2T 

retireirewaMreorerewMvocsresi w- 
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ro: 

:c: 

See: 

•Tomi 

Subject: 

sete: 

xtteeh: 

rertlfy: 

"orverded by: 


L. Richaro ZoriolINVEST-lIRTCKC 
Dennis M. CevinavfAssets*fa9RTC0C 

Jaats R. DudinelOper-invIRTCOC 
Hadlson Guaranty 

Tuesday^ January 2 %, 1994 I4:it:27 CST 
H 

L. Richard ZerielZMVtST-lfRTCXC 



roMMnts by: L. Richard ZoriofZNVEST-lIRTCXC 

**orverded to: Lee 0. AusentlNVEST-ltRTCXC 

lichael X. CarontZIlVBST-lIRTCXC 

.. Jeen LewistXNVEST-lfRTCXC 

tenneth FousttZllVEST-ltRTCXC 

:ary H* Oavldson9IIIVtST*llRTCXC 

arrell 0. Oenton9ZHVE8T*l9RTCXC 

oaeents: 

YX. 


— — [Original Message) ————————— — — 

t the request of General Counsel Xulka and Deputy CCO Ryan, PLS and The 
ashinqton Office of Investigations have established a teas to ascertain if 
nv liability claias remain viable as a result of the recent legislation . 
sending the statute of liaitaions froa tvo to five years. In this case the 
esurected statute expires at he end of February 1994. 

arv Wetts of ay staff, assisted by Toa Murray will be visiting your office 
nis week and next. Please give then access to all records and workpapers, 
nd to knowledgeable aeabers of your staff, including records and docusents 
riac are covered by a Federal Grand Jury Subpoena. 

arv and Ton will be working with a teaa of ?LS attorneys headed by Sr. 
sunsel Mark Gabrellian and including Terry Arbit, Jia Xgo, April Bresiaw, 
arl Ceable and Susanna Rigby. The objective is to collate ^ review of 
laiaa potential by next week. In addition the teaa will assist in coapiling 
detail^ history of events, including the criminal referral, and docuaent 
ontrol issues, to assist RTC aanagenent in coanunicating in a factual and 
nified way to Treasury and Justice officials, the special counsel and to 
ppropriate connitteee and aeabers of Congress. 


II tv 
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To; 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richard XorioBINVEST-lfRTCKC 
Lee 0. Ausen9INVEST-l#RTCKC 
Michael X. Caron# INVEST- I9RTCXC 


L. Jean LewisflNVEST-I#RTCKC 
U.S.Atty's office/Little Rock 
Monday, February 7, 1994 9:41:03 CST 

Y 



This is to advise you that I've had a conversation this morning with AUSA 
Fletcher Jackson of the U.S. Attorney's office in Little Rock. I called Mr. 
Jackson last week to make an inquiry regarding Independence Federal Savings in 
Batesv ille, Arkansas, out of which he had prosecuted a case regarding ■■■■ 
Dua ne Kepford sent me a memo quite some time ago about anot her 

one a preliminary review of Independence, that Edney was given 
immunity for cooperating. I called Mr. Jackson last week to verify that fact, 
which he in turn did verify when he called back. 

Mr. Jackson called Friday afternoon, and as X was out of the office, I 
intended to call him back this morning. Before I had the opportunity to call 
him, he called me. 

We discussed ■■■■■■, and he then changed the topic by asking me if 
Steve Irons had told me last fall not to talk to Fletcher. X told him that i 
preferred not to answer the question. He then stated that he "didn't have 
nuch use for either Steve Irons or Gretchen Hall", and wanted to know what I'd 
oeen told. I advised his that Steve Irons had told me last fall that he 
thought it was a good idea if we (being Steve and myself) didn't talk to each 
3ther for a while about Madison. I further added that it had been suggested 
to me by my management here that any questions directed to me by the U.s. 
Attorney's office should probably come through Steve Irons or another FBI 
agent, and that since the FBI was my most appropriate contact, X should funnel 
response s to any guest i ons through them. Mr. Jack son made a comment that he 

and he was for 

some input from me. He didn't get any. 

Me then added that he'd spoken to Jeff Gerrish recently, and that Gerrish was 
"absolutely astounded” that nothing more was ever done criminally with 
iadison, beyond the Castle Grande transaction. He asked if me if knew who 
lerrish was; I advised him that yes, I knew Jeff Gerrish, and no, X was not 
iware of Mr. Gerrish's opinions regarding the prosecution of criminal actions 
>ut of Madison, and that I'd formed my own conclusions on that point, and 
ihat's where they would stay - my own. I then advised Nr. Jackson that l did 
lot wish to discuss Madison Guaranty, and we could change the subject, or hang 
jp. He persisted, and I explained to him that I'd developed a respect for him 
luring the past 2 1/2 years, and that out of respect for the working 
relationship we've previously had, X wasn't going to talk about Madison, w# 
ihen hung up after a coridal goodbye. 


//?fz 
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To: Thonas L. HindesILe^al-pls^RTCOC 

Cc: Jaats R. Dudine^Opar-inviRTCDC 

L. Richard Xoriod INVEST- IdRTCXC 
Glen A. PtnroselEXEClRTCXC 
April A. BresXavPLegal-pls^RTCOC 
David G. EisensteindLegaX-plsfRTCOC 
RusseXX P. XaufoandLegaX-ExecBRTCXC 
Philip J. AdaasPLEGAL-PLSdRTCXC 

Bee: 

Froa: Julie P. YandalLEGAL-PLSdRTCXC 

Subjeet: Visit froa 0C08 re: Madison 

Date: Wednesday, January 8, 1994 15:59:30 CST 

Attaehx 

Certify: N 

Forwarded by: L. Richard Z or io# INVEST- lORTCXC 



Consents by: L. Richard lor io# INVEST- 19RTCXC 

Forwarded to: Lee 0. AusenO INVEST- lORTCXC 

L. Jean LewisOINVEST-lORTCXC 

Michael X. CaronOINVEST-lORTCXC 

Jane M. JankowskifOLAORTCXC, ban 

Consents: 

PYX. This is way out of line. I have already contacted WDC and 
filed a fomal coaplaint. 


————————————— (Original Message] 

Today at 1:30 p.n., Russ Kaufnan and I received word that 0C08 wanted to talk 
to us about the Madison Guaranty "investigation**. We net with representatives 
3f both woe and XCO OCOS: Leonard Newnark (WDC) , Michael Kohn (XCO) and a 
third individual whose nane I cannot now renenber. When Russ asked who had 
sent then to talk to us, Mr. Newnark replied that it had been his supervisor 
vho had sent then and who had instructed then to be "proactive” in dealing 
vith the issues this case would raise. Mr. Newnark indicated that they were 
not conducting an investigation, but rather an "inquiry". 

rhe first question they asked was who had nade the crininal referral on 
Madison Guaranty. Russ indicated that the referrals were nads in accordance 
vith RTC policy and eennitted to providing Nr. Kohn with a copy of the RTC 
policy. There was no further discussion of the referrals. 

rhe second series of questions they asked dealt with what they characterised 
IS "fitness and integrity* issues concerning the Rose Lav Fin. First, they 
isked what investigation PLS had dene into the representations the Rose Firs 
lad made to state regulators to convince the regulators that Madison should 
reaain open. I replied that PLS only investigates issues dealing with 
>rofessional malpractice and that such inquiries would be made only in the 
rontext of conflict of interests issues involving outside counsel, i then 
explained that this case was net regionalized and that April had served as the 
*LS attorney on this case. Second, they asked who was the PDIC "conflicts 
:ontact" on this case. Third, they asked what information we had concerning 
:he audit report the Rose Firm had used to convince regulators that Madison 
hould remain open and then later relied upon in a malpractice claim against 
'rest a Co. Again, 1 told them that X had no information coiMeming these 
ssues. 
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n.., .tiaeussion l»st*d HO mor* than 10 minutas. Rusa and I than callad Richard 
lorirand dlacussad with hi* tha substanca of our convarsation with OCOS. 
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Mr. James B. McDougal 
Chairman of the Board 
Bank of Kingston 
101 Public Square 
Kingston, AA 72742 

Dear Jim: 

Pursuant to your discussion with Hillary Rodham 
Clinton, Z am enclosing herewith a copy of our firm 
statement, dated December 23, 1981, covering services 
rendered in connection with the matter of the First 
National Bank of Huntsville v. Madison Bank and Trust. 

Very truly yours, 



C. J. Giroir, Jr. 


CJGjr:sg 

Enel. 


I ms 
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TOSC UkW FIRM 


120 CAST rourm fTuccr 
urru ROCK. Arkansas 72201 

IN ACCOUNT WITH RHONE SOI 37S913I 


Mr. James B. McOougal 
(^airman of the Board 
Bank of Kingston 
Kingston, A1 72742 


December 23, 1981 


T$m litntiftuMn numh^f U 041M4 


for legal sbbvzces and professional advice 

rendered by Vincent Foster, Jr. , Carol Arnold 
and Mary Ellen Russell subsequent to our 
billing dated December 23, 1981 through May 
15, 1982 in connection with the matter of 
First National Bank of Huntsville v. Madison 
Bank and Trust; Madison Chancery IE«81-112— — 

COSTS ADVANCED SUBSEQUENT TO OUR BILLING DATED 
DECEMBER 23, 1981 THROUGH JULY 31, 1982: 


Long distance telephone $ 91.17 
Xerox charges 21.40 
Extraordinary postage 1.56 
Package delivery expenses 6.70 
Supreme Court Clerk 100.00 
Computer Research 92.70 
Trevathan Printing Company 580.10 


Total costs-——— 
TOTAL FEES AND COSTS 


CJG/sg 


$ 5,000.00 


$ 893.63 

6 5.893. 63 
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NEMORANOUN 

February 7, 198S 

TO: Governor Sill Clinton 

FROM: Ola NeOougel 

Kathy called yesterday to ask for ay recoaaendattons for two peoplt 
to fill the vacancies on the State Savings and lean Sgard. 

For the industry position froa the 2nd Congressional Otstrtct, I 
recomend John Lathaa, who is chairaan of the board of Madison 
Guaranty Savings and Loan Association. Nr. lathaa Is a CFA and a 
licensed attorney. He Is a aajor contributor to J(your cmpalgn. His 
board 4f directors is SOS 0lack, giving his Instttuttoo the largest 
ainority represenutien of any financial Institution In the sute. 

For the consuaer position froa the 4th Congressional District. 1 
recoaaend Or. Jerry Kendall of Caaden. Or. Kendall Is a popular 
figure at Caaden. His wife. Haney froa Magnolia. 1s widely and 
favorably know. Their conplete support of your adninlstratlon is 
a certainty. 

0111. we are down to only about IS state chartered savings and 
loan institutions and 1 an about the only one around who has* any 
Interest In this board. 

JDN/ss 



urn 
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Oecenbtr 12, 1984 


Mr. Ron Proctor 
Citlzons Blok 
P. 0. Box 261 
Pltppin. Arkansas 72634 

Dear Ron: 

I tiavt bean unsuccessful In trying to aeet wttb 
Bill and Hillary to sign the note reneual. I 
have foruarded to thea by aessenger this morning 
the note and an envelope with which to forward it 
to you. 

Each aonth we will deposit into our account at 
Plippin an amount sufficient to cover the monthly 
payment. 

Thank you very ouch for your patience and tolerance 
In this matter. 


Sincerely. 

iemes B. HcOougal 
UHITEUATER DEVELOPMENT 


CO. 


JBMcO/ra 


ntn 
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mewkawdum 

April II, 191) 

TO: JoDfi UthM 

fROH: Jla NeOouftI 

X want this prtftrrtl stocic Mttsr cltartO up iaassiittly as X 
natd to fo to Vashinctoo to soil stock. 

JN/ss 



// fft 
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WEMOWAWDUM 

rtbruanr >9. I98S 

TO: John Lothaa 

PROM: Jin HcOoufnl 

SUBJECT: Rarvoy Ball Cara 

Ra wanta ua to do a laaaln« arrancaaant on BVa runoral cara Plaaa* 
aaat^ aooaona to dlaeuaa thta with hla. Rla nuabar ta 3T6-1600. 

Proeaad alth your Idaa on tha aubordinatad notaa. Va naad to uirs 
a daelaion on Madison Bank A Trust. 

X naad to dost on ay houso loan and eonatrelal loan pronto I 
JM/sa 

Kfoo 




Jinutnf 7 , 19B5 


MEMO 



FROM: Jia 


1 • Stt ■« about Sttvt Salth and Rolla Reyca* 

2. Tou, Graf, and Z natd to dlseuaa Saeurltlaa Llctnaa* 
First South has ona on by Its Sarvlea Corporation. 

3. Ask Graf how va ^at a aarkat survay for shopplnf eantar. 

t. Va naad to talk about how to handia first payiMnt on tha 
$0-day plan. 





Jia 

JH/db 


n^oi 
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July tt, 1965 

TO: John Latlua 

FROM: Jla HeOoufal 

1. This ts paobably a good tlaa to taka la aaaa S-ytar 
aoaty ehaap. Lat'a dlseusa rataa. 

2. Z naad to kaou avarythins you bava paaoiag feafora 
tha Saeurltlaa Coaalaatoa aa Z latand to cat ulth Hillary 
CUataa utthia tha naxt faw daya. 

JN/aa 
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INDEX TO TABS 

TAB A - December 9, 1993 letters from Congressman Leach to the 
Federal banking agencies requesting all documents related to 
Madison Guaranty Savings and Loan and its subsidiaries. 

TAB B - March 8, 1994 letters from Congressman Leach to the 
Office of Thrift Supervision (OTS) and the Resolution Trust 
Corporation (RTC) requesting access to all documents related to 
Madison Guaranty Savings and Loan and its subsidiaries, to 
prepare for the RTC Oversight Hearings. 

TAB C - March 10, 1994 letters from Chairman Gonzalez to the OTS 
and the RTC requesting that the agencies deny Congressman Leach's 
document request . 

TAB D - March 14, 1994 letters from Chairman Gonzalez to the 
Federal banking agencies and the RTC stating that the agencies 
need not answer questions concerning Madison at scheduled RTC 
Oversight Hearings. 

TAB B - March 1, 1994 letter copied to Congressman William 
Clinger. 

TAB P - Charts and other supporting documentation concerning 
Whitewater's losses to Madison. 

a . Charts 

* Total Arkansas State Chartered S&Ls from 1979 to 
1992 

* Madison Guaranty Rate of Growth 

* Asset Growth of Madison Guaranty 

* Payment of Clinton Loan by Madison Related Entity 

* Funds from Madison Financial Corporation to 
Whitewater 

* Funds Transferred from Madison Related Entities to 
the Whitewater Development Corporation 

b. Other Doeuaents 

* April 17, 1985 Board of Directors Meeting Minutes 

* July 1, 1986 Memorandum from Jim McDougal to John 
Latham concerning status of Madison Marketing 

* February 3, 1994 letter from Congressman Leach to 
Roger Altman with attached staff memorandum on 
links between Madison and Whitewater 


fifOB 
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U»MCt ‘W*.’ 


jo»m»p MUucMuMm 


M4 0M0M.WtM 

nflMVRC OlHl* 
CMOLni* MMOMT afwi 


U.S. HOUSE OF REPRESENTATIVES 

COMMirm ON BANKING. PINANCC AND URBAN AFFAIRS 

ONE HUNDRED THIRD CONGRESS 

212S RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20515-S080 


December 9, 1993 



Mr. Andrew c. Hove 
Acting Director 

Federal Deposit Insurance Corporation 
550 17th Street, H.W. 

Washington, D.C. 20429 

Dear Mr. Hove: 

I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the Federal Deposit 
Insurance Corporation (FOIC) provide access to all documents 
related to Madison and its subsidiaries. Such documents would 
include, but not be limited to, administrative files, examination 
reports, interoffice memorandum, notes and minutes of meetings 
(including telephonic meetings), correspondence, electronic mail, 
and agreements the FDIC entered into with private sector firms to 
perform legal and other services related to Madison. In addition 
to documents in possession at FDIC-Washington, I request access to 
all documents related to Madison held at FDIC field offices. 
Furthermore, please provide the names and titles of all FOIC 
employees involved with the examination and supervision of Madison. 

Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 


sincerely. 



Ranking Member 
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U.S. HOUSE OF REPRESENTATIVES 

COMMirm ON lANKING. FINANCS AND URBAN AFFAIRS 

ONf HUNDRED THIRD CONGRESS 

212S RAYBURN HOUSE OFFICS BUtLOINQ 
WASHINGTON. OC 20518^80 


December 9, 1993 


4 IMCH. «W« 
MftMMUMlHeBt* 



Mr. Joe Madden 
Conaiss loner 

Arkansas Securities Department 

Heritage West Building 

Suite 300 

201 East Markham 

Little Rock« Arkansas 7220i 

Dear Nr. Madden: 


I aa writing in r.C.ranc. to th. Hous. Bankina Coaaittaa Mlnoritv 
inv.Bti^ation of tha failura of Madison Guaranty Savinas and loan 
(Madison) . As you Icnow, Madison was takan ovar by fadaral 
raqulators in March of 1989 and rasolvad by tha Rasolution Trust 
Corporation (RTC) in Novaabar, 1990. 

To assist in this invastigation, I raquast that tha Arkansas 
Sacuritias Dapartaant provida aceass to all docuaants ralatad to 
Madison and its subsidiarias. such docuaants would includa but 
ba llaitad to adalnistratlva fil.s, .xaBinatlen raports? 
intarofflca naaerandua. netas and ainutaa of aaatings (includino 
talaphonic aaatings) , corraspondanca, alactronic aail and 
suparvisory actions. Furthatmora, plaasa provida tha naaas and 
titlas of all stata Sacuritias Dapartaant aaployaas involvad with 
tha axaaination and suparvision of Madison. 


Plaasa hava your staff contact Mika McCarry at 202-225-2358 to 
discuss arrangaaants to raviaw thasa docuaants as soon as possibla. 

I appraciata your asaistanca and look forward to your cooparation. 


Sincaraly 

Jame# A. Leach 
Ranking Member 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
2121 RAYBURN HOUSE OFFICE BUILOINQ 
WASHINGTON. DC 2081S-B0S0 


December 9, 1993 



Mr. Erskine Bowles 
Adainlstrator 

Small Business Administration 
409 Third Street, SH 
7th Floor 

Washington, DC 20416 
Dear Mr. Bowles: 

I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 


To assist in this investigation, X request that the Small Business 
Administration (SBA) provide access to all dociiments related to 
Madison and its subsidiaries, the Whitewater Development 
Corporation, and Capital Management Services, Inc. Such documents 
would include, but not be limited to, administrative files, 
interoffice memorandum, notes and minutes and meetings (including 
telephonic meetings), correspondence, electronic mail, and loan 
applications and approvals. Furthermore, please provide the names 
and titles of all SBA employees involved with these entities. 


Please have your staff contact Mike McCarry at 202-225-2258 to 
discuss arrangements to review these documents as soon as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely 


nes^. 


James Leach 


Ranking Member 


//9o7 
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U.S. HOUSE OF REPRESENTATIVES 

COMMtrm ON BANKING. RNANCE AND UNBAN AFFAIRS 
ONE HUNOREO TNIRO CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILOING 
WASHINGTON. OC 20S1B«SOBO 


DGcember 9, 1993 







Mr. Jonathan Fiachtar 
Acting Oiractor 
Office of Thrift Supervision 
1700 G Street, N.W. 
Washington, O.C. 20552 


Dear Mr. Fiachtar: 


I aa writing in rafarane. to tha Housa BanXing Coaaittaa Minority 
invaatigation ot tha tailura ot Madison Guaranty Savings and Lmh 
(M adison) . As you Icnow, Madison was talcan ovar by fadarai 
ragulators in March ot 1989 and resolvad by tha Rasolution Trust 
Corporation (RTC) in Hovanbar, 1990. 


To assist in this invastigation, i raquast that tha offica of 
Thrift Suparvision (OTS) provida accass to all docuaants ralacad 
to Madison and its subsidiaries. Such docuaants would include, but 
not be llnitad to, administrative files, axaaination reports; 
interoffice oamorandua, notes and ainutes of Beatings (includino 
telephonic Beatings), correspondence, and electronic aail. in 
addition to documents in possession at OTS-Washington, i reguest 
accass to all documents related to Madison held at ors fi.id 
offices. 


Furthermore, please provide the names and titles of all CTS 
employees involved with the examination and supervision of .Madison 
as well as those who were assigned to work with tha RTC when the 
institution was closed in 1989. 

Please have your staff contact Ml)ce McGarry at 202-225-2258 -o 
discuss arrangements to review the aforementioned documents as soon 


I appreciate your assistance and looJc forward to your cooperation. 

Sincerely, 

Jan^A. Laach 
Ranking Namhar 


tmz 
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U.S. HOUSE OF REPRESENTATIVES 

COMMimC ON BANKING. FINANCE ANO URBAN AFFAIRS 

ONE HUNOREO THIRD CONGRESS 

2129 RATBURN HOUSE OFFICE BUILOINQ 
WASHINGTON. OC 20919-A0SO 


December 9, 1993 





flMUWtar 


The Honorable Roger C. Altman 
Interim Chief Executive Officer 
Resolution Trust Coloration 
15th and Pennsylvania Avenue, H.W. 
Washington, D.C. 20220 

Dear Mr. Altman: 


I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison). As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 


To assist in this investigation, I request that the RTC provide 
access to all documents related to Madison and its subsidiaries 
Such documents would include, but not be limited to, administrative 
files, examination reports, interoffice memorandum, notes and 
minutes of meetings (including telephonic meetings) 
correspondence, electronic mail, and agreements the RTC entered 
into with private sector contractors during the resolution of 
Madison. In addition to documents in possession at RTC*Washington 
I request access to all documents related to Madison held at .^TC 
field offices. Furthermore, please provide the names and titles 
of all RTC employees involved with the disposition of Madison. 

Please have your staff contact Mike McGarry at 202-225*2258 *o 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely, 


Jame^A. Leach 


Ranking Member 


ll 9 o<t 
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TAB B 


illto 




U.8. HOUSE OF REPRESENTATIVES 

COMMinn ON lAMClHO. ANANd AND UfVAN AmtH 


iiat AAnum nouii ofpci luitnNa 

WASNMQTON. DC 


MtfchS, 1994 



Mr. Joimhaii Flcchier 
Acting Oiicoor 
Office of Thrill Supervision 
1700GSmuN.W. 
WtahiagtOD* D.C. 20552 


Dmt Mr. FIcehtv: 

1 am writiBg in referenoe to the House Benkinf Conumnee’s sincutorily •ini. 

eimuilRTCOversghi Hearings >vhich are scheduled for the Old of March. Asyoulaow, 
a ffl^or area of oveisight at these heertngs will be the Odluic and reaolutioa of Madsen 
Guas^ Savings and Loaiu Utdi Roct Alkali Madiaon was taken ov« by ftdanl 
regulators in March of 1919 and resolved by the Resolution Trim Corperatioa ^TC) in 
November, 1990. 

As ranking Member of the House Banking Cunumttae, I request that the OTS provide the 
Committee with accctt to all doconentsreiated to madiaoa and its lubsidtoiaa. Mambari 
oftheCommitiaawiD need access to this material to prepare for the upcoming he^py and 
to perform their ongoing overaigfat responsibilitias. (As 1 am aura you art awim, 
documents provided to the Ranking Member are available to the COmmltteo as a whole 
under the CoBudtiee rules.) The documemi lequsiitd would include, but not be limitsd 
to, idfflimMdve files, examhutioa reports, imeroffioe oMmorendum. ootM and mhuM 
of meedngs (indudiiig miephonie mesd^), correspoadeDei, elecaonic ami. and 
agreemcMS ths RTC smered into with private sector contiacton during the resolulion of 
Madiaon. la addition to doeamentt hi posMerion at OTS*Weshlngioo. I lequeil aeceaiio 
all d o ci ansai l lelmad to Madison held at OTS field oftisn, Furthennore. please provide 
the names and titles of ell OTS sa^ioyess involved with die supervision of Madten. 

Please have yo« staff eonaei Joe Seidel at (202)226-3241 or Mika MeOariy st (202)225- 
2251 to discuss srraoisinfltfs to review the aforsmeadooed documenta Si soon ss possible. 
Aa you are aware. 1 have previoualy requested aceess to them docunmwi for use in 
perfonning other Connuttee fimefiooi. My final letter coneemlng thm lequem. wee 


/I9II 
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Mr. Fiecknr 

HmTm 

M«chl.l9M 

fonmded ymmdMf, Much ?• \9H, If tte agcaey dtete io conply with raqaat, 
will, of oouTMi dOBiidtr this requart wifM 

I i p p tgT rtf iBil Iftflfc fafwtil ta yw eiwpMMML 



Rai^Mrtiibv 


JAL:Jls 

cs: Hanf B. OeBatal 

r^Minto 00 Biiifcim, Fiaaoeo 
sad (Irbao Affidn 

2413 lUybom HdiM Offln BaiUng 
V«Uifm.OC 30 nS 
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U.S. HOUSE OF REPRESENTATIVES 

COMMimi OM lANKIftta, FiNANCt AMO UOIAM AFFAMS 
ONt HUMOAIO TMmO CONdOIM 
2iat RAVIUOII MOUU OFPICf lUIUBmO 
WASMNOTOM. OC lOltMOM 



March 8, 1994 


John E. Ryan 

Deputy Chief Executive 0£Rcer 
Reioiution Trust Coiporadon 
801 • 17tb Street, N.W. 
Washington, O.C. 20434 


Dear Mr. Ryan: 


I am writiog in referencf to the House Banking Committee’s statutorily semi-annual 

RTCOvfnightHeariBgiwiiieh an scheduled for the cod of Much. Ai you know, • mder me 

of overaght It then hc«lii|i will be the fiilun and tcfoludoo of Madison Quuiay Stvings end 

Loan, LltUa Hock, Atkinsit. Madison wu taken over by federal nplators in Much of 1919 
and naolvad by the RaaoIudoB Tniat Coipondoa (RTQ In Novembu, 1990. 


^ renking Mcmbu of the House Banking Conaitiee. I nqueet thu the RTC provide the 

Committee with lecessw all docuncittsnlaied to madiion and Its subsiditties. Membenofthe 
Co^ittee wiU osod tcctn » thfo matuial to piepan for the upcoming beuiois and to perform 

their ongoing oversight re^onaibilities. (As I im sun you ire awara, documenti provided to the 

Ranking Member ue available to the Committee eee whole undu the Committee nUei.) nie 

doeumenta requcstad would Includa, but net be limitid to, admunandva filaa, 


coReapoodcne^ eleettetuc toiil, and a y tunent a the RTC emeied into with priveia sector 
conineton during the r es olution of Madison. In addition to d«*'antiwt in possasnan at RTC- 
Washington, I nqucu aceass to lU documcms nluad to Madiaon held u RTC (laid -.rg etf 
FWthannon. plcaaa piovida tha dioim and tidea of sll RTC employaat involvul with the 
(hspoaition of Madison. 


Plc^ have your staff contaa Joe Seidel « (202)22«a41 or Mike MeOeny u (202}22S-2:5» 
to discun crranguntBs to loview the afoee menti oned do eumen t a aa soon ai poadUa. As you 

an awan, 1 have pnviousty nquesied seeca to tbasa doennsnis for usa in puforming Mhu 
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Mr.Ryaa 
Page Two 

1994 

Cooimiitee fuacdoai. My final 1^ eoixereing tbit request, was focwerded yesterday, 

7, 1994. If the ageacy decides to comply whh thil re^iest, we will, of course, consider this 
lequast sidsfled u well 

I appredite yo» sesistaiiec and look fbcward to your oooperanon. 



JAL:jls 


cc: Keny B. CoBalaa 

Chaitman 

and Urban AflUri 

2413 Rqybum House Office Buildlag 
WashlagM. DC 20315 
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U S. HOUSE OF REPRESENTATIVES 

COMMOTEE ON IANKIN6. HNANCI AND UNBAN AFFAIRS 
ONE HUNORCO TMRO CONGRISt 

St2f RAYSURN NOU9R OFFICE BUlilMNa 
WA8MINOTON. OC 20S1S-40I0 

March 10, 1994 


Mr. Jonathan riochtar 
Acting Diraetor 
Offlca of Thrift Suparvioion 
1700 C Straat, MW 
Haahington, O.C. 208S3 


Daar Mr. Flaehtart 




MCMDlUtMMM 




You hava recently received letters from Congressman Jim Laach 
reqoeoting access to all documents you possess concerning Kadiaon 
Guaranty Savings and toen and its suhsidlarias. The March 8, 1994 
latter states that, "Neahexs of the conmittaa will need access to 
this materiel to prepare for the upcoming [RTC oversight] hearings 
and to perform their ongoing oversight rssponsibilitits.” 

This letter is to inform you that the Banting ConlttBe is nor 
conducting an inveatigation of Madison Guaranty Savings and Loan 
or reiatad aattsrs at this time. Nr. Leach's requsats do not 
censtituts a Rule X or Rule XI Investigation under the House Rules. 
A hssrlng does not provide the basis for a aeabar of Congress to 
Obtain doeuBsnts to which he or she is not otherwise entitled. I 
will request any information needed by the Committee in order to 
prap^e for any Thrift Depositor Protection Board Oversight 
hearings to section 21A(h)(8) of the FHLB Act and will 
aaXe it available to members of the Committee, as appropriate. 

I trust that you will give Congressman Leacdi's requests the 
consideration they merit and extend to him the same courtesies you 
would extend to any ^ — - ' 



I 
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U.S. HOUSE OF REPRESENTATIVES 

COMMIITn ON BANXWa FINANCE ANO UMAN AFFAMI 
OM MUNONCD TWiao CONCAISS 

2121 MTIUIIN HOUSE OFFICE BUaDMQ 
WASNINOTON. OC 2O81S-S0IO 

March 10, 1994 





John B* Byan 

Deputy Chief Executive officer 
Resolution Trust Corporation 
801 17th Street, MV 
Weshington, O.c. 20434 


Dear Nr. Ryeni 


you have recently received letters froa Congressaan Jia Leach 
requeeting eeoeee to all docuaents you possess concerning Madison 
Cuaranty Savings and Loan and its subaldiaries. The March 8, 1994 
letter etates that, ”Keabers of the Covaittse will need access to 
this naterial to prepare for the upcoaing [RTC oversight] hearings 
and to perform their ongoing oversight responsibilities.'* 


This letter is to infora you that the Banking Conaittae is not 
conducting an investigation of Madison Guaranty Savings and Loan 
or related natters at this tine. Nr. Leach*s requests do not 
constitute a Rule X or Rule XX investigation under the House Rules. 
A hearing does net provide the basis for a member of Congress to 
obtain docuaents to which he or she is not otherwise entitled, x 
will request any inforaation needed by the Coaaittee in order to 
prepare for any Thrift Depositor Protection Board oversight 
hearings pursuant to section 31A(k) (6) of the raLB Act and will 
make it available to members of the Coaaittee, as appropriate. 


1 trust that you will give Congressaan teaoh's requests the 
consideration they aerit and extend to hia the same oourtesies you 
would extend to any aeaber of congress. 



chairman 


iivi 
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U.S. HOUSE OF REPRESENTATIVES 

COMMTTa ON lANKINa nNANCE ANO URMN AFf AMS 

ONE HUNOAEO THIM) CONOMSS 

212S lUVIUlIN HOUSE OmCS IUIL0III6 
WASHINQTON. OC 20S1S-tOfO 

March 14, 1994 



Mr. Jonathan riachtar 
Acting Olractor 

Offlc* of Thrift Suporviolon , ^ 

MMbor, Thrift Oapoaitor ProtMtien Ovorsiqht Bourd 
1700 6 Straat, N.M. 

Washington, D.C. 20552 


Oaar Hr. riachtar: 

You hava praviously baan invitad toy lattar datad March 3, 1994 
to appaar bafora tha Conittaa on Banking, Finanea and Urban 
Affairs for tha purposa of tha saaiannual appaaranca of tha Thrift 
Dapositor Protaction oversight Board. X axpaet that Rapublican 
Mi^rs of tha Cosnittaa say usa tha opportunity of tha oversight 
Board hearing to pursue extraneous natters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loa^s, natters that are tha subject of pending 
invastiMtions by Special Counsel Piska or other law anforcanant 
authorities, or other extraneous natters not specifically sat forth 
in section 21A(k) (S) of tha Padaral Hone Loan Bank Act or tha March 
3, 1994 invitation lattar will not be considered pertinent at tha 
hearing and need not be answered by you. 

X was tha prinary sponsor of the provision to require tha 
oversight Board to appaar on a sanianiml basis so tha t yia 
connittaa could ovarsaa its activities. Tha recant appropriatien 
of funds to tha RTC, tha nanaganant rafoms, and POIC-RTC 
transition nsssuras required under Public Law 103-24 clearly 
raouira the coaplata and full attention of tha Connittaa in order 
tohava a snoeassful Oversight Board hearing. I intend to keep tha 
hearing sa foeusad. 

I look forward to your March 24, 1994 appaaranca. 




Henry B. Gonsalas 
Chaiman 


iini 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
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WASHINGTON. DC 208 1S-S080 
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March X4, 1994 


ta«aaa»4aa» 


Th« KonorabiM Lloyd Bontson 
Socrotary of tha Traaaury 
Chairman » Thrift Oapoaitor 

Protaction Oversight Board 
1500 Pannaylvania Avanua, N.H. 

Washington, D.C. 20220 

Dear Mr. Sacratary: 

You hava previously bean invited by latter dated March 3, 1994 
to appear and testify before tha Coaaittaa on BanJeing, Finance and 
Urban Affairs for tha purpose of tha semiannual appearance of the 
Thrift Depositor Protection Oversight Board. That letter specifies 
in detail the natters to which you should direct your testimony. 
X expect that Republican members of the Committee may use the 
opportunity of the Oversight Board hearing to pursue their stated 
interest in extraneous natters, including Madison Guaranty Savings 
and Loan. Any questions regarding Madison Guaranty Savings and 
Loans, matters that are the subject of pending investigations by 
Special Counsel Fiske or other lav enforcement authorities, or 
other extraneous matters not specifically set forth in section 
2lA(k)(6) of the Federal Home Loan Bank Act or the March 3. 1994 
invitation will not be considered pertinent at the hearing and need 
not be answered by you. 

I was the primary sponsor of the provision to require the 
Oversight Board to appear on a semiannual basis so that the 
Committee could oversee its activities. The recent appropriation 
of funds to the RTC, the management reforms, and FOIC-RTC 
transitioa measures required under Public Law 103-24 clearly 
require the complete and full attention of the Committee in order 
to have a successful Oversight Board hearing. I intend to keep the 
hearing so focused. 

I look forward to your March 24, 1994 appearance. 
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U.S. HOUSE OF REPRESENTATIVES 

COMIMTm ON 8ANKING. FINANCf AND UMAN AfFAlNS 
ONi NUNOAfO TNtra CONGRISS 

2l2t RAYIURN HOUSf OFFICf lUtLOlNG 
WASNtNOTON. OC 20912^00 

March 14, 1994 


Tha Honorabla Mogar Altaan 
Chiaf Exacutiva Of Clear 
Raaolution Trust corporation 

Maabar, Thrift Dapositor Protaction Oversight Board 
801 17th Straat, M.W. 

Washington, O.C. 20434 

Daar Nr. Altaan: 

You hava previously been invited by letter dated March 3, 1994 
to appear before the coaaittee on Banking, Pinanea and Urban 
Affairs for the purpose of the seaiannual appaaranea of the Thrift 
Depositor Protection Oversight Board. X expect that Republican 
neabars of the Coaaittee aay use the opportunity of the Oversight 
Board hearing to pursue extraneous natters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, natters that are the subject of pending 
investigations by Special Counsel Flake or other law enforcesent 
authorities, or other extraneous natters not specifically set forth 
in section 21A(k) (6) of the Federal Hone Loan Bank Act or the March 
3, 1994 Invitation letter will not be considered pertinent at the 
hearing and need not be answered by you. 

I was the prinary sponsor of the provision to require the 
Oversight Board to appear on a seaiannual basis so that the 
Coaaittee could oversee its activities. The recent appropriation 
of funds to the BTC, the aanageaent reforas, and FOIC-RTC 
transition aeasures required under Public Law 103-24 clearly 
require the coaplete and full attention of the Coanittee in order 
to have a aoccessful Oversight Board hearing. X intend to keep the 
hearing so foc u sed. 

X look forward to your March 24, 1994 appearance. 



Chairaan 
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Over ilie period Deceml>er 1979 to December 1992. the number of slock state-chartered 
thrifts in Arkansas declined from thirty-three, with assets of 1961.002,000 to three, with 
assets of $146,072,000. (Source: OTS nociimenl.s) 
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Payment of Clinton Loan by Madison Related Entity 
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Source Whiicwaicr Dcvclupmcnl CorporaiHNi check ledgers /Whiicwaicr Dcvelopmeni Corporation canoeilod checks 


Funds from Madison Financial Corporation to Whitewater 
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Trust Corporation records. 




Funds Transferred from Madison Related Entities to 
the Whitewater Development Corporation 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


The Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.m. at the offices of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 

The first order of business, introduced by John Latham, 
was the matter of authorizing' prepayment of Jim 
McDougal's bonus. After a full discussion, the 
following resolution was unanimously adopted, with Jim 
McDougal abstaining from the voting: 

"RESOLVED, that. the Corporation pre>pay to Jim 
McDougal $30,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 

There being no further business, the meeting was 
adjourned. 

A 

^ 771 -i hrcc. c,M. 

Chairman ' ' 


/lisi 
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U.S. HOUSE OF REPRESENTATIVES 
coMMirrcc on bankinc. finance ano uaban affajiis 

ONE HUNDRED THIRD CONGRESS 
212B RAYBURN HOUSE OFFICE BUHOING 
WASHINGTON. DC 2051 5-6050 

February 3, 1994 
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Mr. Roger C. Altaan 
Inter !■ CEO 

Resolution Trust Corporation 
801 17th Street, NW 
Washington, DC 20434 

Dear Mr. Altnan: 

I aa in receipt of your February 1, 1994 response to the letter 
initiated by Senate Republican leadership concerning Madison 
Savings and Loan and I am pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies* with regard to 
Madison's failure. It seems self-apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to seek 
and review all Whitewater Development Corporation documents turned 
over by the White House .to the Justice Department. 

In its investigation of Madison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
to the thrift's failure. Not only did James and Susan McDouqal 
hold significant ownership interest in both entities (approximately 
two thirds in Madison and one half in Whitewater), but the other 
joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. [See the attached memo.] 

If the White House chooses to use the Justice Department to shield 
Whitewater documents not only from the public and Congress, but 
from other government agencies, such as the RTC, which have 
legitimate public lav enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

X have high regard for your personal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
presidentially appointed and confirmed officer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust Corporation (RTC) • When this prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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Mr. Roger C. Altnan 
Page 2 

February 3, 1994 


not strike the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it has been over a year since the Administration has been 
in office and it can only be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect, lav enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, I would urge that you request from the Department of 
Treasury's General Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief lav 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the chairman of the 
House Banking Committee recommending against extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against SftL wrongdoers. As you pointed out in your most 
recent letter, this extension "has afforded the RTC an opportunity 
to investigate further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution." Given, however, the impending running of the statute 
of limitations for certain kinds of actions, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reiterate my request, pursuant to Rules X 
and XX of the House Rules for all documents related to Madison 
Guaranty Savings and Loan, Little Rock, Arkansas. As you know, 


1(135 
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Mr. Roger C. Altaan 
Page 3 

February 3, 1994 


on Oeceeber 9, 1993, I wrote the RTC requesting access to all 
documents related to Madison Guaranty and its subsidiaries. 

House and Committee Rules » House practices, and judicial precedent 
support the proposition that the Ranking Minority Member is the 
functional counterpart to the Chairman for Committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon, Monday, February 7, 1994. On this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment . 



JAL:gp 

Enclosure 
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MBMOWOIDOII 


TO: Congressman Leach 


FROM: Bankiitg Minority Staff 

RE: Madison Guaranty ("Madison") 


related to Madison in the possession of 
Minority Banking, we have cone across material which may ind^ate 

JiSSiSiSSf?* Clinton's by Madison^oSgh f 


Since the Minority's investigation is concerned with the nossihi. 
misuse of federally insured funds to assist Whitwater and/o? Se 
foraer Governor, we thought we should share the followiS ' 
information with you. *.w*iwwing 

80MMARY 

Based on documentary evidence available to the Minoritv it 
appears that Madison Marketing served, in at least one^instance 
as a conduit of funds from Madison Guaranty to Whitewater and ' 
Governor Clinton. If this is correct, it woGw ^i^Sar 
insured funds froa the failed Madison Guaranty were diverted and 
^rectly benefitt^ the Governor and his inveitment j™*** 
Whitewater, a claim Clinton had denied* 

DOCOMEMTATZOM 

* 1983, Bill Clinton obtained a loan from Security BanJc of 

approximately $20,800 (loan #975- 
585, Bill Clinton) . The money from this loan was used to 
pay off the remaining balance of a loan at Madison Bank and 
Trust of Kingston, Arkansas that was provided for the 
purpose of constructing a modular home on lot #13 at 
^itevater Estates* The loan at Madison Bank was provided 
in 1980 to Hillary Clinton in the amount of $30,000. 

* On November 8, 1985, James McOougal sent a letter 

acc^ani^ ^ Charles Campbell, Vic* President 

of Security tank of Paragould, for $7,322.42. The letter 
from McDougal states that the check is principal and 
interest pajjent on "Mote #957-585, Bill Clinton." [Note: 

It appears that the loan number is a typographical error 

superimposing of numbers 5 and? in^th* first three 

cngirs* j 


ll^Zl 
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* The check McOougal enclosed with his letter to Mr. Campbell 
is a Whitewater Development Corporation check dated November 
7, 1985. The loan number referenced on the memo portion of 
the check is "Note /975-585." 

* According to the check ledgers for the Whitewater 

Development Corporation (WDC) , the corporation's checking 
account had the following balances: $189.50 on 10-10-85; 

and, $12.49 on 10-31-85. However, in order to cover the 
payment of $7,322.42 on the Clinton loan, a deposit is 
recorded on November 8, 1985 in the amount of $7,500.00. 

The deposit is listed as coming from "Madison Marketing." 

* A 1986 Federal Home Loan Bank Board exam gives the 
impression that Madison Marketing was largely a sham 
corporation used to divert federally insured resources to 
insiders. The exam notes that "Until 1986, Susan McDougal 
owned Madison Marketing." The report also states the 
following: 

"Madison Marketing is paid for doing all the general 
advertising for Madison Guaranty and most of the 
advertising for Madison Financial's land development 
projects. All of Madison Marketing's business is 
derived from Madison Guaranty or its subsidiaries. 

Since 1983 these payments total $1,532,000." 

"Given the evidence of Madison Marketing's invoices, it 
is questionable how much of these advertising services 
are actually performed by the firm. The actual work 
... appears to be performed by others. It would appear 
that Madison Guaranty could have an employee perform 
similar work for much less money." 

"Mr. Latham [an officer of Madison] stated that Madison 
Marketing made no payments to any stockholders. This 
statement is false. As part of a test for such 
payments, the examiners discovered two remittances from 
Madison Marketing to Susan McDougal [a large 
stockholder of Madison] which total $50,000. This was 
a test, and there may be additional payments." 

C0NCZ.U8Z0M 

Given the above circumstances, it would appear that federally 
insured deposits (i.e., funds from Madison Guaranty through 
Madison Marketing), which, with the later failure of Madison 
became, in effect, taxpayer obligations, were transferred for the 
direct personal benefit of the former Governor. 

The above payment also raises the question of whether Whitewater 
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was treated as an affiliate or related interest of Madison 
Guaranty and therefore subject to conflict of interest statutes. 
From a legal perspective, it could be argued that the McDougals' 
controlling interest in Madison Guaranty and their substantial 
ownership interest in Whitewater could qualify Whitewater as an 
"affiliate** of Madison Guaranty. Even if Whitewater is not 
considered a subsidiary, related interest, or affiliate of 
Madison Guaranty, such an extension of funds to a presumably 
"unaffiliated" entity would be very unusual and suspect. 

It has been publicly reported, with respect to this loan 
repayment, that both Whitewater and the Clintons took a tax 
deduction related to interest paid on the same loan — which the 
Clintons later recognized as improper double deduction after an 
article ran in the New York Times . What remains unclear is the 
larger question of whether the funds provided by Madison to 
reduce the Clinton's liability were proper or properly reported 
as income for income tax purposes. 

As you know, we have received broad hints from within the RTC 
that the agency has had under review money transfers from Madison 
to Whitewater. We will not know whether this type of activity 
was more pervasive and part of a larger pattern unless, and 
until, the agency provides us the documents we have requested. 

If Madison provided any direct or indirect assistance to 
Whitewater, presumably half the value of such would redound to 
the advantage of each of the half owners. In any regard, the 
above money transfer underscores that then Governor Clinton had 
personal liabilities reduced by a payment from Madison. Such 
payment presumably carries ethical as well as tax implications 
and is part and parcel of the $47 to $60 million estimated 
taxpayer loss at Madison. 


11137 
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PC. jO 6 7 0 PARAGOULO. ARKANSAS 7 2 4 S0 
S01239-9S71 

September 30, 1983 


Governor Bill Clinton 

1800 Center 

Little Rock, AR 7220S 

Dear Governor Ginton: 

Enclosed is a copy of our check #12677 in the amount of 
S20.800.00 representing the proceeds of your note. The 
original was mailed to: Madison Bank 8 Trust, Kingston, 
Arkansas. 



Charles 0. Campbell 
Vice President 



niio 
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JIM McDOUGAL 
P. 0. Box 1583 
Little Rock, Arkansas 72203 
November 8, 1985 



Mr. Charles 0. Campbell 
Vice President 
Security Bank 
P. 0. Box 670 
Paragould, Arkansas 72450 

Re: Note #957-585, Bill Clinton 

Dear Mr. Campbell: 

Enclosed is a White Water Development Corporation check 
for $7,322.42, representing principal payment of $5,000 
and interest payment of $2,322.42, on the above note. 

Thank you for your attention to this matter. 

S incerely , 

Jim McOougal 


II ‘tHI 


JM/ss 

Enc 
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10. lUdlAOA KArkttlof oAA AA AdvoctlAinf ApAncy tnrouon 
whleb MAdlAon PlnAneiAl And lUdlAon CuACAnty purehAAtd All of ;:i 
AdVAftlAlnO for Ittolf And KfC*A rOAl AitAtO dAVAlopMAtA. 

IX. JlA« OAvid AAd mi lAttloy c*lAAlAy IrothAro*) vaca caaI 
AAtAtA AOtntA And/or dAVAlOpOri for RAdiAOO lAAl CAtAtAf Vbo told 
proporty And rACoiood AAbAtAAtiol rr— iAAloao Aod/or dAVAlepoont 
fooo frOAl lUdlfOA riOAAClAl. 

10. froAt A CcApAAf pMrporttd to loroo aa indtpondAnt 
Auditor of AAdioOA CuAfABty aa4 its conoolidAtAd lubAidlAry 
lUdlAOA rtAAAOlOl for too lAOri Ifid AAd Ifif. 

13. JMAO 0« Alford At All rOlAAAAt tlAAO «AA thA Audit And 
AceountlBf portAor of rroot a CoApoop io cbArpA of tno luditon 
CuArAfity Audit. 

lA. fodorAl loBO Uaa lAAA toord (*riLU*) lA tHA priAAcy 
fodorAl CA^lAtOr of AAdlAOO OOArAAty. f*LU bAO AvorAiAbt of thA 
rodorol lOM tOAA SaaA of OAlUl vtiiol bAA dirAOt AuporvlAory 
roApoAOiblllty for NAdlAoo dudrAAty. 

XV 


IS. TbiA ACtlOA ArlAoo fros froot A CoavAAy'A brAACA of its 
duty AAd AprAAMAt to prooldo frOfOAAiOAAl AOroiCAA lA tbAt (A1 
dAfAOdOAt frOAt I CoapAAy AlOlAtOd dOAOrAlly Aoeoptod Audltino 
stAAdordo t*CAAA*l lA eooaoctlOA with its Audlto of# And epioioni 
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r«Ocral llo»« loan Bank BoarH 

RCrORT or tXAHIIIAflOH 

COWCMTS 


:;o , 

7r.ni 


liireMMOcion ccnenrnlnf tl»o Inf 1 1 tut Ion * • policlea, 
eonfidered to bo of fwporulfory Intorott or concorn. If 


piaeticef and 
fliowfi b**luw. 


cnndtC Ion , 




Ob l«*ct ionabto ConfUctf of tntoroft, 

Conilitts o( Utrr.t» l.iwl.ln, J*-. HcOo..|M . S»f*« tlcn....r,l . a»l 
ncnitr •>»»• kt«" «« ‘Ilf »<•< or til. 

t«tion. Th.f. Indl.idu.l* «• in control ot tlio Institiition (ll.idiron 
C«.r..iiy» throo*!. th.ir ttock o-o«c.hlo. J««» McOoiiJ.l -5- 

.ut.tnndUt Modlton «l. «Uo. S..«« McBoiimI. own. 

kroo»k«t> UlllUa IUfilo¥ ovnt B.w. I" adilltln** bl* onnoiftilp control. 

S luioni". n. tU 

rin.«.i.u! 1.0. c«mlet. control of th. l»«.l d...lop«.nt prnj.cM .li.c.i....l 
in coHMont B. 

tlii. rrntrol .i.m.d Mr. MePowi.l to .irnctor. tli. 

lin.ncinr of tlit proi-etr «0 that rub.t.otl.l e«»h p.yn.ot. could bo 
divertotl to liliinnlf, ruffltt McDoiipal. IlmUy and ctlirrf. ri.ftt 

rnym^nta dli^ctlr Ui*nffflt»»d thtfo individMalf. bnt Madlfon n„arantf 

LI received little or notliinf in return. Il.ongh tliff l.aeo been sUneln.rd 
CO avoid speetflc Ineuranee Bepulatlonf, these pay«enlf ace ccntraiy to the 
general folicy nC the fflLBS conctrnin| conflietf oC Interest as stated in 
|ii«Mr.ance Repniation 5M.I and FIILBi .Memor and.na R-I«a. 


Mane n( these parnents U.avc been Ciifnieled tlirongh hoifiinesv entities *d»ich 
. 11 - ewned or cenitolled by the HcDoupals. enplorees, releiives of 
-mplovee', or close friends of the McOoueals .and llenl.*y. In the report, 
n-ferencr will he made to these individuals as the McOmtp.al -llenl ey Rroup. 
rhough the activities of these bnfineff entities nty be .apfiopciate for a 
savings and loan institiitinn to perforiSt the advantap.es associated with 
these .activitiet accrue to tht NeOou|olf and llenlty, r.ather than M.adisen 
Guaranty. As such* these arraiiRetaontt are contrary to the Flll.llB*s policy 
concrrninf .appropriai ions of corporate opportunity as eRpl.ained by 
Ittnurance Regulation 5M.B. 


Mr. McUougat stated that there were no violations of the mnllict nf 
interest regulations. * 


There ar** several of these husincss entities, none of wliith are disriosed 
on tht Cp aminat ion ManaRe«ei«i Queat ionnairc . The investigation nf rhesg 
biisinesacs remaint incnMpleie. For epample, the .itmiunt nf Madison Gn.iranty 
Iran proeetdf gning to many nf the entities is unknown, rntiti.il iiiv.is* 
riftativt •• »wers have been granted; in this cate, under Sertiou n( 

the National Housing Act. Current findings, with respect In tlirfw of the 
more important bnsincss entitloa, art discussed below. 


* • Boat instat e 

Modi inn Financial pays cnsMiisslons In Madison R-al F.siaie luf i-l|inf 
"land from Haditnn flnaneial't develc«|*Rients. fhean rnunjsiiona in i«n 
art distributed to the sales peisonnel, Mr. I.arhesi st.a|r«l that 
ttadison Real estate was ”a division** nf M.adlson linineiel. !ff 
Hcrongsl stated that Madiseii Real rslate vas -ssmi i.i||v fntnod it 
order to nso Susan MeOnngat's real rrtafe sales l|rr„so whirh i, 
t«r«. wu. b«i.| by I. ...k.t the ...j...,, ' 

Madison Real Catate s chocking .account vat not en M.idlscti rinitiriar* 
books until aftnr .anagenent was notified of this f..ri !,• , 

::zr.'u ."iz: ;r,™ 

in th. bc,.k.e 
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uocitci .*!o. :'ini 


•f<thf copwitiiom p«i4 bf Harfii®* flnaiiciil lo •'U4tfo« 
JSlUCt ii««ilicificly dcrivtt •!! 9i iti btiaintit (itn 

iditm riMMial* 

n$m9 al tM Ml*** Mich ^tncrccM thtfc cMvicciaac, w#f« i« 
Cftcc •••••ft ••• «f^ Mtiaf •• ••••ft* :ttalc 

CMftMf* ♦••••fitllT »i»h* ••••**•%• •• ih«t«l 

(ttnttccUat bMMM ic f'lll^ (Intacta »»»•*• t*!** iacliMlUc ch« cci«r 
lalct •••■•••t«M. Thttf, IMiion C*itrcM?'t MciiUa MttfttfccM 
MCMM ii icMifica chc i.vt« uwncitMii* rickt *• b•l•f•. b«i pci4 ccm 
!• ;ltcc« t(i4iti4ttC I • • tn ."iddilio** f*** •••<• ihfctth iU4ic«« 
•••I r«»act •••• tftd 41 Ijw*! oai««wt1 ii» •••• •J Ih#. *i«st itad 
ptfchtiti i« •• Jtftffti iite*tc i« ditaiiiM lOOX (andltc •! the 
pttfChCM •• Ci*trtmv »«* iuhti4l«*i«** 

JlcO««f«l iM Ijih.iit in Atfil Ifl5_ Ictff frt« • 

f«Mftl !•••• iittn <*l Sotfftif^et Af#n* tt ••f«»tfi^» !• 

«*•• f«fl •lint# it*^* €••••«• kon* »• *••! CH 41 «. 

Uic litttf in Pitt. 4 *tt :ii#i i’»# •nnt4 •! 

Infuftnc^ #•#•*•«*»•• Sn.y vnien is eii«# ••••• 4« thii c< 


h 




c*J- 


>Tf4i«nn Httk^cinp is c.n# f?r ^•u'# #11 i*** *#MMl MfCftitifit (ot 
<•••»••## •••€ ni ?•• kCttffniM fof Ht4l-t^« rina«citl*t 

t<n* *r*)<ef. Ml ot bMimn ia 

.l•ri•**• ftc« H#44s«n Crttetwt f tf its i«»ti44tf %••* *ln«^ I*t3 *•••• 

pav«#N«« tntti ••••iI r*bfnnrt l#M, Sana* MOnwicI 

Ma4ti*«n htttftin#. inftnt i oorctan nl thit tiM* it ••• • ett* 
!*ofttt^* wHich •••• ifte‘4ci»«r#i#« •• Uisa AimtccwtM* r^p«ftc4lt • cItM 
rrtena •! McOtntci. 


.^Mr. Mtht« ftti«4 that aCtet rchfwtft Ibti* .'U4&an« jlafhtiiM bcciaa 
/ an enfict "i/h/a (4ninf ••tinatt atl‘* fot Ha4lc«« flacMMl aa4 citt*4 
1 to •• a : 9 f«aftti«a. ilnwavtr . .t is nat r«fiatCM4 aa a ’*4/%/4** U 

\ ent C««a 4 v V«««f4a. Alsa. its chaefeinf ••••«•# hat ••••• #••• 
cceaftad sa iht •«••! «f Madtaaa Mnanctal* 

Citan the ••idance o< Madison .iatucitnf * t iovoictf* ii is qiittcttnaold 
Hoo •••• nf Chca* idvofttstnc sarmcct at# accttt&lt ftr<ot«od bv the 

Cirn* Tho actaal, ware oc aavarc s•«l• at tho dcaica aad 

ffoOMCfioa of eaaaatctals inn etovtdtnc aif t lao or ••••••••• space, 

aaooafi h# toflotaad •• •*(itofa. '*i*lisoa Mathccini sanacnnita j>iac 
scat t'*** billt nl <9cn«f <«rnv«octt and addt •« l)t fan nl its awa* 
'sMt**att cfcuaaccd thta lea it Uo aotfoatMCClt S200.000 tiaco l#91. 
t: wnaid sppaac c*«sc r*4dison atuv et«id have an €••«•«•« acflaca 
siasiat vofa foe ••#• >•## ^onaa> 


'•f. t.aihaa ttat#d that 'damson Martcctna nadn na tataiaact ta an^ 

• cn- HHaldOft* Tl»is Mtt.««nnt IS .\i a pate o< a t«ti lot tiicn ^ 

pavantttc* th« acaftinara <itic«v«r«4 taa rcwtccancct Croa Haditoa f 
**afh«tin« to Sdtaa iicOonaal .nicn ttcal S)Q,00tl, Thia waa a test, .md ' 
th«f« nat •• additional aav**ttus. 


1 . *»tifnof*i rqnatfncttan 



Cettanoe** «*•••« f nci «•• rtnscta^cimi «i«*«t an a«n« a| tlio land 

icvni**r*i«nc ofoiooti m.i -i*% ai ih# pfotcccy ••••tiaf Madison 

f-ancanco loana. !n *.na ta .iat« •« ipM, $l4|.0OO ••• aa%d for 

vatn itneictnod i«»* Had«««Hi «:.«.<•* ««ic« inn ita swoatdiat %ot. ?ha ananne 
9 1 ipsn tracacd- -s»« :t ''•iianar s CantctiicKtnn •• vofc Cpf chifd 
.-•ftf Poffoooft IS Mnanenn. Tfticncf'a Conatfoction aanenca to tn a 


urn 



Payment of Clinton Loan by Madison Related Entity 
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Source; Whitewater Development Corporation check ledgers AVhitewaler Development Corporation cancelled checks 
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MEMO 


July 1, 1986 


TO: 


John Latham 


to 

the 

in 


FROM: Jim HcOougal 

MADISON MARKETING 

When the service corporation undertook its first land develooment 
project in the spring of 1983, it was determined to primLiW 
advertise the home sites through the use of television firm 

of Rothman and Lowery was retained as Madison 'r advStis Sg 
agency. Because her education is in speech and dram^ Mrs? 
McDougal assisted in preparation of copy for the commercials 
appeared in the commercials, and assisted in editing the 
commercials. She either wrote or rewrote all newspaper copy 
advertise the suMlvision. Until the summer of 1984, 

corporation undertook the development of other subdivision 
addition to Maple Creek Farms. suooivision 

During this period the creative audio and visual quality of the 
production produced for the rjedia by Rothman and Lowerv 
progressively deteriorated. Additionally, the firm frequently 
made mistakes as to the placement of advertising or omitted to 
place advertising when instructed to do so. 

In late summer 1984, after advising the board of directors of the 
sayings and loan and after seeking the legal opinion from counsel 
Mrs. McOougal formed Madison Marketing, the undertook, with hillk 
assistants, the writing of copy, taping of spots, and placement of 
advertispg for both the savings and loan and the service 
corporation, ror the work she received exactly the same fee which 
hao been paid Rothman and Lowery, with the exception of the fact 
that she did not charge for production of television spots or fhe 
writing of newspaper copy, ^ 

Additionally I she negotiated a much lower rate structure with the 
television stations then the company had been oaying when the aos 
were placed through Rothman and Lowerv. In late January 

permitted Madison Marketing to become a siibaidiarC 
of Madison Financial Corporation. Because Madison Marketine was at 
this point a recognized agency" by the electronic medll, his 
resulted in Madison Financial Corporation receiving the 15 percent 
discount normally given advertising agencies. Mrs. McDoueal 
continues to perform all the aforementioned duties in connection 
with the company's advertising at no fee. 
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. - Memo, John Latham/Jim McOougal 
July 1, 1986 


MADISOW REAL ESTATE 

When initial sales began at Maple Creek Farms in April of 1983, 
the listing broker was Perryman Realty Company, Inc. Mr. Perryman 
had, at this time, other interests including his own subdivisions. 
This prohibited his devoting the seven days a week necessary to 
the sales effort then under way at Maple Creek Farms and his 
listing was terminated. 

Some of Mr. Perryman*s better salesmen desired to remain at Maple 
*Creek and continue selling. However, Arkansas law requires that 
real estate salesmen be under the direct supervision of a licensed 
real estate broker. Mrs. McOougal holds a valid broker's license. 
In 1983, her license was held under the name "McOougal Real 
Estate" although she was not actively involved in the sale of 
real estate at this time. 

Upon the termination of Mr- Perryman's activities, Mrs. McOougal 
changed the name of her real estate company to " Madison Real 
Estate Company". Madison Real Estate became a wholly owned 
subsidiary of Madison Financial Corporation. From that time until 
the present, Mrs. McOougal has performed the duty of supervision 
broker for the various salesmen working for Madison Real Estate. 
Although it is normal practice that the supervising broker 
receives at least thirty percent of commissions generated by the 
salesmen under their supervision, Mrs. McOougal charged no such 
fees. The only fees Mrs. McOougal has received from Madison Real 
Estate are fees for sales she made personally. 

SORENSON ENTERPRISES 

Sorenson Enterprises is a sole proprietorship owned by Erik 
iorenson. Mr. Sorenson is a general contractor engaged in 
construction and landscaping work. He built the sales office for 
the subdivison at Camden known as Creentree Farms. He also built 
the sales office at Fair Oaks. At several of our subdivisions in 
-southern Arkansas, he supervised the painting and erection of 
signs in entranceways. He employed in these subdivisions a crew 
of men engaged in selective clearing of trees, planting of grass, 
and the general beautification of the subdivisions. Concurrent 
-^ith this activity, Mr. Sorenson was engaged in building houses 
for other parsons unrelated to this company. 

Because of the observed quality of his workmanship, he was placed 
under Mr. Dutton's command at Little Rock, and given the 
responsibility of constructing or making additions to various 
houses at Maple Creek Farms owned by the company. When the 
comoany undertook the development of Castle Grande Estates, an 
arrangement was negotiated with Mr. Sorenson whereby for a flat 
monthly fee he would supervise the assembling of the modular 
houses and thesa duties involved the preparation of footings and 
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Page 3 - Memo, John Latham/Jim McDougal 
July 1, 1986 

foundations, the adding of brick trim, and supervision of 
correcting any defect in the workmanship of the house, and 
supervision of the installation of central air conditioning and 
utilities. 

MADISON PROPERTIES 

Madison Properties assets consists primarily of a very Large 
masonary building located on several acres with two producing gas 
wells in Madison County just south of the county seat of 
Huntsville. Madison Properties has no connection to Madison 
Guaranty Savings and Loan or Madison Financial Corporation. 

master DEVELOPERS 

Three stockholders are working in conjunction with the development 
of 59 acres located on 145th Street. Two stockholders have 
extensive experience in real estate development and sales. These 
individuals have engaged in exhaustive market research to 
determine immediate commercial use for subject property. Their 
feasibility and marketing studies indicate the immediate need for 
a fast-food outlet to serve the several hundred industrial and 
service employees presently employed within 1,500 feet of subject 
location. There is no such outlet within several miles to serve 
the heavily populated suburban areas surrounding the property. 
Additional trade is anticipated from traffic generated by the 
freeway which services the location. 

For Che same reasons outlined above, need is indicated for a 
convenience store and gasoline outlet. As mentioned above a 
convenience store is esential to the successful sale of 
residential Lots. Roadrunner, Incorporation, a highly successful 
Arkansas based convenience store and gasoline outlet franchiser, 
has conaucted an extensive market survey which has concluded that 
such a facility located on subject property would be successful. 
Two of the principals of Master Developers have arranged for 
separate financing to erect such a facility. 

Also, negotiations are far advanced for the sale of two acres dc 
the ’property to a building supply and insulation firm. 

The preliminary master development plan for the business parte :o 
be created is completed and a copy is attached. 


ISLAND CONSTRUCTION 

The lots at Campobello which were under development Last year, 
were so heavily overgrown with spruce trees and other foliage, 
that our sales people were finding it difficult to walk 
prospects from the road to the ocean therefore, greatly in*- 
the sale of frontage lots. 
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Page 4 - Memo, John Latham/Jim McDougaL 
July 1, 1986 


Additionally! the density of the foliage prohibited a view of the 
ocean from the interior lots lying immediately behind the ocean 
front lots, thereby diminishing the value of those lots because of 
this lack of view of. the water. 

Initially, unsuccessful attempts were made to employ timber 
cutters with chain saws to selectively clear the ocean front lots. 
This process proved too slow and too costly. When it was 
determined that lot preparation could not keep pace with sales 
using this method and further determined that this process 
distracted from the beauty of the lots because it left them 
covered with stumps, another solution was sought. 

Mr. Randolph, who was thoroughly familiar with the use of 
mechanical methods employed by the company to prepare lota for 
sale and who had had extensive experience working in various 
subdivision owned by the company, was asked to come to Campobello 
to devise a method of overcoming this landscaping and marketing 
problem. Upon his arrival he immediately leased the proper bull 
dozer for such work and trained bull dozer operators living on the 
island as to t)r^ proper method of selectively clearing the lots and 
removal of the rsulting debris from the lots. Direct correlation 
by the increasing sales and his arrival is easily demonstrative. 
For example, every lot he caused to be prepared in his first week 
of work was sold that weekend. His additional duties involved 
building driveways which permitted access from the main 
thoroughfare through the. lot to the water's edge. 

The company owns a large tract of land abutting the highway 
immediately at the entrance to the island. Our predecessor in 
title had cut the timber from this tract some years ago. When 
'his sort of clear cutting occurs on that island, a large bushy 
plant, which is quite unattractive, grows to a great height and 
has an especially virulent root system which inhibits its removal 
effectively even by a bull dozer. Mr. Randolph purchased a new 70 
horseoower tractor then attached a device known as a "tree eater" 
to be used in the eradication of this plant. This method was 
effectively employed and the entrance to the island again 
beautified so as to make the ocean visible, thus greatly 
enhancing the value of our entire property. Mr. Randolph left the 
tractor he purchased at Campobello where It is in use until this 
time. Personnel he trained in the proper method of beautification 
of our property are continuing the process this year with very 
beneficial effects. 

JM/ss 
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THE WHITEWATER FAMILY TREE 
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,L\.\UARY 24tb UPDATE 


Jarac5 Alforri - rrosX_44 Uc a;iL: 'cr: .-lavi "\v't :v:isi£indir 4 g ioar :5 ai VTadiso n ic :hc ::rr.~ 

his :''rr.pmy -.vas iiici;Lng Miair.rn. 

Berv i Anthony - former Ccr.grecsmci:: i’cm A:Ka:i:j.^. iiusbond of She::a raster Arthcr/r ; 
a .obbv'st ^v.th ^';ri 5 tcc ir.c "^:rawn. 

Sheila Foster Anthony - As^isoint Arzmzy Oener.ii :c;r LerLsiahve Affairs: sister of Vir.ee 
mamed to 3cn-i .A nt hogy 

Bank of Cherry Valley (renamed First Bank of Arkansas) - a riny .Arkansas bank iat 
O'.v-ncci \nd operated by Maurice S mifh. 4 r^eiuor aide ro then Gove ni or issued CjnTcn 

a S50. ?^'J perror^ ionn which he use:: :c paru.Tily rinaiicc rus campaign for governor server, 
as .1 .-erositor;.' for Cbinfon^s 19^4 guce.-r.o:oriai. re-jiecnoa campaign funds: its current 
p:es:r’>''!. Leon roust, was recerdiy :c:vcj a subpoena by r'BI agents. 

Blok of Kingston - a sxrail .Arkansas b.iux run by Jamgs MeJout^ai: ptircnascd by McDoug?J 
and 'ite.n Ciintsji aides rim-Guv Tucker uzd Steve Sinith in I9S0: lent Hiilan’ Ginton S3 0.000 
to pay fur a rnocici home in A^ute water ieveiopmen:; provided a checking account for 
\V h:tcwgier which -Arts :iscd by both uhc Cii nions aim the McDouga is: in 1933, was ordcrec 
oy M ariir. ;ac ic;on me die FDfC not to extend .my mere credit outside of ;ts ‘natural raci.n^ 
reg:on. 

Dnvid Barr • Federal Deposit rnsuiiincc Corporation (FDIC spokesman: recently aruiouiiced 
a FDrC invest! gtirion into whc±er the Rus e Law Fin n misied the FDIC about die firm s 
deaiir.gs wi± M. idison Guaranc%- (if the FDIC finds that Ru^g misied them, the firm could be 
barred rVo.m doing additicnai work for :he PDIC or the RTC). 

Woody Bassett • B everiv Bassett Schaffer s brother; a iaw student of uoth Gintons : maicr 
Cuato n vonu-tbutor; helped manage Clintor: s 1984 ^^bematerrai rc-eiect:on campaign. 

Michael Bromwich - former Clinton campaign volunteer: Carter administration poiiticoi 
appointee: fermer cxnpioyco of the LuwTcnce W’aish investigacon of Iran-Contra; protege or 
Depur/ Anomey General Phiiin Hevmarm : head of new Justice "waichdog ’ group that will 
evcnmaliy ab-sorb Justice’s Office of Profcssicnai Responsibility; nrported to hive beer, chesen 
as the new Inspector Gmerai at the Justice Dfpanment. 

Robert Br/ant • FBI agent who headed the bureau* s ’^/’ashington Gcid office at the :i;ng of 
Vinctf Fo-gter > *iu:c:dc; that Clinton -eviowed F oster s suicide note for c.tecurivc 

pr. vilegc ::is:u;s: has since beer, named ;o .beau :h^ FBI’s intfiligence iiv;sion. 
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Caopobeilo - a Nfgsison project re jc:I a 

•r.vejtrsd m by ;a n:cs_McDou; 2:ii :ir.c Chne 

;n*. cstn'.ent and :i 5 .'nos: corviy rc^i ?s:2ic :ai;u;t. 


Canadian :siand c:T±t ccur, jr 
•^■os Madb^o n s iarres: aLrsc: :q2i 




Capital ^l^fls^enicnt S^i^ices Inc. - a fcdcj;i.,y sponsorco maail mvcstiTient ceznesn^' ’"Vnese 
activjtiei -vy /o*v -vere iurJtcd to '-ociaily iirncvania^ed'’ businesses: ovwned by pav id Ha:? 
;:3'jcc. .-cvenu quesrion.ib;e leans to eoch S_usan _ McDo and Si m Guv Tucker : *A'a.s raided 
rv T3: agents en ±c day after suicide. 

Tiiula J. Cx^ey - a Sui>^Tl~tippoiatci: U S. Attorney [n Little Rock; canapaigs volunteer .n 
•jcvcrai wIintQp gubernatorial races sTiO student et Clintci! at the University of Arkansas La*v 
Scdcol: former legislative aide to Senator Daie Bumpers; turned down Randv Coit^ an' • 
request that David H ale, be granted immunity in exchange for testimony about Cinten .md 
other Arkansas political figures (Including Oovc moiLlim G uvTuckc r) who had secured loans 
fron: Caoitai Management: imtiaJIy .ntfused to :ccuse herstsif &om Use Jusuce Ocpartmxnt s 
Invcstigaiicn of 'vVliitcwater but eventually did io following a public outcry, citin? her 
’Luniliariry widi some of the pames. ' 

Castle Graode Project • a I.IOO-.icre real xsrare deveio pm e m on die outskirts of Little Rock 
which was intended to be a low cost rosideniiai and corarncrcial devciopment for families 
.seeking -an escape the city; ficmccd by Ma dison Guaramv: invested in by Jim Guv 
Tuc.ker .ind Set ^ Ward . 

BUI Clinton - Presidenr, former Arkansas Govexuon former Arkansas State Attorney (jenerai. 
former lawyer with Ro se Law Firm s major competitor in Lillie Rock, Wriaht. Li ndsev. and 
Jeruungs: former aide to S enator J.W Fulhright : allegedly received campaign funds rrom 
Ja mes McDougal in the form of Si 2.000 worth of donations in cashier's checks Irom 
Madiso n: tc-o^vner of ^’oitewatc r Devefopmenr Com.: obtained .1 loon from the Security 
garJc 01 ?:irap ouid which *he used :o pay eff more than $20,000 of a Whitewater ioan: 
cbcained a 550.000 unsecured personal loan from the Bank of_Chenv Vailev which he then 
rcr.Lributcd to his ow-n gubemaroriai campaign; called Vince r oster die night before his 
suicide. 

Hillary' Rodham Cliotoo > First Lady: former senior patmer in the Rose Law Firm: former 
colleague of Berr^an;l , j^pssbaiir^ while workihg on the House Judiciary Committee to impeach 
President Nixon; co-owner of Wbite wa ter_D,eyeiocment Coro.: a partner in V alue Pa rmepS’ ^ 
parmcr in Midlife Investors wich Webster Kubbe li and Vince Foster: obtained a SaO.OOO loan 
firm the Rank nf to pay for n model home in the Whitewater development; recipient 

of a S2.0Q0 a month attorney fee in 19S5 for helping MadisonJjuarantv (assisted Richard 
Massev^ tight off efforts by the Arkansas Securities Oepartment to dose it as insolvent 
(payments connnued for IS months while her husband was governor and oilcgediy were paju 
to Hi Han* Clinton *hrough a secret bank account); asked the McDoueal.s in November 198S ro 
give her power of ationsey authorizing her to act on their behalf on matters involving 
»v?:;:cwatef (repons are *onclear on vv aether or not she actually obtained it) 
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Randy Coleman - ^ yid Haie > U^^ye:: requested iinzsunir/ for Hafe in exchange fc: 
•sstimony but %va5 ojnec down by £auia Cn^ ev: liso con*wac:ed Wiiliair . Kennedy abcu: 
alienations but was denied .uny icr. of Vnitc :;c:u.‘:e audience. 

Roy P. Drew - E.f . Hutton broKer who sc: up Mid Ufe rnvestor^ : daimed "it wcuid be a 
sr-e'xh of riie iraagiiuncn to bciieve diat S45.JG0 wouid not yicid wme kind of divicer.u " 
ccr.L'ory to the CigiOQ;;^ 'xx retumi whicn snew the parmership never yielded much taxable 
:ccnd Income; a former adviser to the Arkansas sutc auditor who differed 'Adth Gevemer 
’n 1 989 over an Sfil miuicn scale r.’ond to purchase 32 nursini^ homes owned b' 
Beveriy Enterpnses, Inc. (The dcai miliaily was approved by the state but was susoendec 
A.ncn Drew*? concerns become public). 

Robert Fiske • a partner in the Wall Street firm of Davis, Poik .ind Wardweii (Lawrence 
Vs’aish redred from Davis. Polk und Wardwall before beginning his invesngidcn of Iran- 
CcritraJ; .\ppomted by Attojcn cv Cenern i Reno to be the ^.Vh itrwatcr special counsel; forms: 
V.S. .ittcmcy in .VtAnhaitan during *hc rorti and Carter administrations: in 1989, 'withdrew 
:r::rr* considcranon to be the depurr -.norr.ey general under Dick Thornburgh because of 
;;:rcs::;an by conservadves (inciudin?, 14 senators) over his rcic In the ABA*s evaiuaden of 
.^vcagor. ccur: appointees; bnefly defended Cark .VL Gifford and Roben Altman ;n die 3CG 
vxse. 


I.i.13 Foster - wife of Vince Foster, hu-ed attorney Jim Hamilton af^er husband’s suicide. 

Vince Foster - former Deputy White House Counsel; committed suicide in July 1995: a 
parjtcr in Midlife Investors: former partner in ±e Rose Law Firm : in that capacitv*. signec: 
letter to *iie FDIC seeking the appcmcmcnt :o represent the FDIC against Fro.st ind Co .. 
c:ain:;r.?. fhat Rene "docs not represent any ;;aMngs and loan associations in state or Federrj 
marte.-f the Clir.fon sl (awycr in the ’asr stages of ±e:r W^tewater dealings: soid ‘Jie 
Clin tc.-s' haif-ownership Of W'hitew ut er Develonmcnc; discovered and handled Wniiewater ' 
liuiurc to !iic corporate tax reroms over a three-year period: (The Clintons have acknewiedge:: 
that ir. 1984 and 1985 they improperiy took personal cax deductions for interest payments of 
S2.81 1 and S2.52Z when ±c payments -verc actually made by the Whitewater Development 
Cc ; -.vorked on putting the Clintons' assc'j! into i blind uust to satisfy ethical concerns about 
Lhcir personal business deai.s including ±c rwe investment groups Value Farmers and NlidJ.irb 
Inverter.*? . 

Frosr and Co. - Madison's accounting firm; produced the audit which was used by ±e Rose 
Law Firm to help keep .Madison in business in 1985. failed io disclose diat Frost^s chief 
auditor of Madison. James Alford, had two outstanding loans at Madison at the ume of ihe 
audit: sued by the Rose Law Firm on behalf of the FDIC (Rose settled the S60 million suit 
for 51 .'niilion. Some r epo r t s claim that the $l .Tuilion was bciow Frost's insurance coverage. 
Rcrtf miied the gevemment S400.000 for :ts work ■ 

J. vviliiam Fuibright - former U.h. Senator who hired both QiaifiC and McDougaJ 3S aides 
early in ±cir careers; contributed Sl.GQO .McHgucral^s unsuccessful congres-sionai 

campa’.gn: hia name ’vas on a S3. 000 .ashier’s check made out to Cincoo personally which 
*re .^TC rarr.ed over :c the Justice Decamden:: bo.-rowed .-nonev from Madiso n: ,s ill 


//?57 



4498 


•jjiacis :o spesk rccortcrs. 

sVfark Gcaran • dirsctcr of 'Vh:te Hjuse cormunicatioiis at the time of Vince Fcstsr'y ; 
5u;cidc: ciair.'.cd ar -iic rime that Cir.i^O the suicide note; member ef the ne--v 

fermc-i Icjs;fis ^up which ;s hancii'.r.n the poiiticai fallout ironi Wbite%vatgr . 

cn Glover - Piula 0.r.gv*^ huicacd. vas Chief Counsel lo the Arkansas Public 

?.w;cc Comnussion by ihcs G cveni-r :oaticues to hold that state job under 

-•Q vgmcr Im Guv Tucker.- 


David Hale • former C^iiii2i]*appoiii:cdL Little Rock mumcipai judge: president of Canitai 
Management Ser/ices >c.. indictru cc charges; represented by Randv Coleman: claims 
.:g .vas pressured by C irron and M cDougai to approve a Small Business Administration 
;; '.aranteed loan (for die "scciaily disadvantaged’*) of 5300,000 to ax a hme 

•vher. *hc McDoucals showed assc*^ of S3 million; has offered to testify against Cinton . 

Jim Hamilton Washington lawyer ;.-pec;aiizir.g in ethics; former deputy counsel to the 
Senate W'atergate Committee; possibly talked with Vinca Foaer prior xo his suicide; represents 
L;:a. Foster: recipient of E^stcrls personal effects including pan of the missing WT dte water file 
and roster’s personal diar>'. 

Jo Aao Harris - chief of the Justice Department's criminal divisioa; has been super/ising 
;ui'?;ce’s investigation of Whitewate r; fonaer New York proscctitor. 

Philip Hevisann - Deputy Attorney General (No. 2 person at die Justice Department); in 
charge of die Vince Fe ster iavcstiganon at the time the Park Police were asking to search f-c 
orTice; ordered the Ofnee of Professional Responsibility to examine Foster’s assertion ;n his 
ni:c:dg .note diat the FBI lied in a repon to At iomev General Reno concerning Travcigate. 

'VVbster Hubbell - Associate .Anomey Gencrai (No. 3 person at Justice); close personal 
*ncnd of Clinton: former managing partner of the Rosa Law Phm: a partner in Midlife 
i nvestors -.vith Hiilarv Rod ha m Clinton and yjcce Fostan Rose's lead attorney for the FDIC 
■zzsc against Madison's accounting firm. Frost and C o,: recused himself from the Justice 
Dcoartment’s investigation of W*h:f g w.iter and Madison one month after the RTC referred ‘he 
mar.cr :o Justice; son-in-law of getl i Ward who dciauitcd on S5S7,000 in loans from Madison . 

Harold M. (ekes - a New York lawyer: the dew depi^ chief of staff at the White .House: 
hcadr; the ne^v damage control group 'vaich has been assigned to handle any political fallout 
from Whitewater (other members of tiic group include David Gcrgea, George Stephenopouios. 
Bri ce Linds ev. Mark Gearan, and Paui Begala); originally came to the White House to work 
on health care. 


.^^a^l^n Jitekson - former Clinton -aoeoiated .Arkansas state banking conuxiissioner; claims iha: 
;n S>83. he along with die FDIC .n-acred the Bank to stop making loans to 

C jovcrr.or Climon because die loans were pan of a 'troubiiag pattCBcn" of lending to powerfd; 
members of .Arkansas’ business (like c.xipiaivcs of Wai-iMart and Tyson Foods) and political 
ecuicrjshmcr.t: claims he spoke to gimton. about -Jbe cnarter and that Clinton response was. 
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■‘Mariin. don’t wcrr>' about polit:r4;. I wan: you :o be the best banking comn-.issioue: ycu :a:: 
s^. the Securlrv- 3a^ ot Pani Eoulc: claims he put Faragpulct into a niind trui't x-.c 

d;c. :;c: find out until years later that Climon had tuken out a loan from Paragould to pay off 
rnorc than 520,000 of a ^^l^!ewatcr :oan; has conir/outcd S4.010 to CJiUlQfl campaigns sirxc 
198-i; currently the chairman of the Wortt^en National Bank of Conway, Arkansas; quoted as 
s.r-.ng: ’Tve often dioughi that the mason he MciDougall began using Ma dispn 

C uarenr v -.vas because he iMcDcuga il had fcunc *iiat he rMcDougalT couldn’t do what he 
wcr.tcc with ais bank iTCin gstoni.' 


./ciiD C. Kfcney • '•vas Acting Assurnn: 
berm: from die investigatio:! 


l.S. ACTcmcy iaur*cc;a;ciy after Paula C-isgv rccuscu 


Dnv*d Keadail - lawver for WjUianis and Connolly; personal lawyer' to the ^iintpy^s in 
•J^'asfcincton hanaling such issues os Whitewit er: coaunuss to repteseat the W^jhimoiugatt; 
tec.-etiv negotiated -with the Justice Decartracat to deuver the Whitewater documents under s 
mb-'oena (paoers sucpcenacd in a cnminai case cuanot be released under the Freedom of 
t it'ormation Ac:)' was recently rebuffed -when he asked the Justice Deparaaont aot to share 
(he capers -Adlh ie Office of Professional Responsibility (OPR)'. (OPR is handlins the Yia£S 
?Q-:er 5u;c;ce). 

William Keonetly - White Hoiise Associate Counsci: former partner in the Rq?C , ■*> £■ ^^3 ; 
dismissed Raflli Y Oriiercan’s refjuest tor i laecting to discuss munuaity for Dg'vjj Hgle 'arhiic 
to liert anyouc tise in the Wiute Hexse other than Demistd , 

Dean Landrum • an empioyes of Oiaries Peaioek: his name 'was on a S3.0C0 cashier s c.-iec.-; 
which the RTC turned over to the ’'xiuce Department; now deceased. 


Bruce Lindsey partner at W»nh! Lmdsav. and Jena ina where Ciiasas was once empioyed: 
a sentor assistant to the President; principal White House spokesman to the press on - j jai^y j: 
yw>itewater issues tmd recent suite trooper illegauons; .-nember of the newiy formea 
:ck« frc'UD which is handling the political faUout Sum WJ^wwaKI 

■Jiimes M. Lyons - a Denver la'wycr and longtime Cliaioh ally; during the presideauai 
cantcajirr.. iieiped f.linton discredit the claims of -.ev<=ni women who said they tod 
reiaiicns.-jcs with aimon: assigned by C’-imca w review the W i l^g deal after it secair.e 
a canr.ugn issue: commissioacd the accounting firm of McCarthy and Associates .0 

invesheate the Whitewater Development Cerp.’s Snar-ccs (see the .w-cailed ^iJ report!, 
.tow refuses to discuss Whitesyaten citing an attomey-onent telauonsmp wh Ae .- oas n a. 
reportedly called Vince Foster the morrdng of his suicide: recently named by iisl2S -o ^ 
govenunem advisory panel seeking peace in Ireland. 

The Lvon’s Report • commissioned liom die .aceouuung fira rf PsSSJt McCarthy, and 

.It WTdfcwater as unoTofiable, desenbed die giatP l ff « Pas**^ . 

5 h«toidc:-s co-^^Iildirttot the ^fcDflasaU exercued mal control” over 2^1^: 
•oaned that the Clintons poured S68.900 inth Whitewatg -wnnout any return, while Jie 
McDoucals accounted for $92,200: emitted ^V^iitt^t erl s $550,000 land purchase Sent '..e 
•ute^ationai Faoer Co. which Clintcn gramed>la.x 'oreaks; meiudeo a oisclaimer ;..at u.s 
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:cr*jr; ■: Hjiaiiciai findings "shouidr. t re ccnstrucd :o rrprescnt :he resuis ol‘ an anest .crv;c^ 
or :ompiiation of financial sutexer.ts. due to nature of the engagement and inccmoietc e- 
ur.avoiiabie records." 

Donald .viackay - fonticr 'J S. Arrcrr.r; unucr -rrr.cents Nixon and Ford; chosen :o repicce 
2 a via CaseY « head of the invesrigati-^a jf *±q A^r/jnsas S<iL. currer/dv heads the Fraud 
Div-.sici: at Justice. 

Madison Financial Corporation - Madison wholly owned real estate subsidiar/ 

whose president was Jame.s McDc uggi: may h.r/e jovered overdrarts ac Whitewater . 

Madison Guaranty - a Little Rock savings and loan which wns shut down by die rederai 
Government in 1989, at an estimated cost to mxpayers of S^7 raillicn to S60 million: grr.v 
Zf-fr-d during QiaSSmll governorship; owned by James hired Sarah J. Worsham 

as a i-cnior vice president. 

Rich.ard Massey - a partner in die J .aw ?inp : represented Madison Gtiaranr’/ along wrJ; 
Hiliar/ Rodham Clinton before state regulators. 

Master Marketing - Che Littie Rock advertisinn Srm owned by Susan Mepp uy^ which 
changed its company dcschpcion to a real estate venture following the purchase of 
W"hice water: was issued a $300,000 SBA/ Caoitai Management loan. 

James McDougal • owner of Madison Guaranty; pan owner of the B ^ j jg nf along 

wi± then Clinton lidos Jim_Guv Tucker and Steve Smith; presidens of Madison Finar.ciai 
Ccrpc mcibn : die Clinton s' partner tn Whitewa te r Dcvefopmeai Corn.: met ainton while 
wcrk:;ig as an aide 10 Senator J.W Fuibright uf Arkansas; served for a year os dica Govemv: 
top economic adviser: spent $90,000 m personal fundj on on unsuccessful bid for 
Congress in 1982 against Rep. John Paul Hammerschmidt (one of .McDcugai^s biggest 
vonir.butors was J William Fuibnghtl : indicted in 1989 on firaud charges in conncchon widi 
N fad: son and later .acquitted: allegedly approved fraudulent loans of S250.000 and diverted 
mcn^^' to the campaign of several power^ /Mkansos politicians including Clinton and Jim 
Guv Tu cker, specifically is said to have divened money firom Madison G na^gtv to help repay 
debts ieft over from Clinton’s 1984 re-election campaign (the can^aign's only debt was to 
Clint on who had contributed $50,000 to help finance his own candidacy); claims to have 
delivered $35,000 in campaign checks (some of which arc suspected to have besa improperiy 
divened from Madison) to Be tsev W riuh: after a fund-raiser in the spnng of 1985; has 
acknowledged that Si 10,000 of the $.300,000 a, rani ml Managynem loan to Susan 

.McDouga l was invested in Whitesvn ter: claims Severiv 5*^h^fifer was his "choice * fer 

Arkansas state regulator; maintains that then Go ve mor _CIlm on lobbied him to hire li iiiary 
Rcdham CHq^oy; to represent Madi:;cti because Clinton said 'Ilia family «os in need of 
financial help"; claims he recalls the Clintons investing aboin S9.000 in White^vat er. Has Hcc.-. 
subpoenaed to appear before a Federal grand jury in Little Rock; suffers from manic 
depression. 

Susan McDougal • ex-wife of James .Mc-Oojigal; parser in Wbitewater^eveloonicnt Cjrg?. ; 
iefauLted on a S300.000 Sm.-ill Business .Administration loan made by Capital Ser/ic cs 
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inc monc^ 

Paper Co.); her aanje is on one of -nc $3,000 cashier’s checks which the RTC nimed over :o 
the Justice Deponmeat; .recipient nicn; *A-ith aer bn:thcn:. T^es and WUiiam HerJev of 
sucstaniiai comniissions for .sud ir.ir.'' irom Manisc^ (inciuding payments of ."nerr 

uhon 5712,000 duneg a threc-yr.'u period whiic ::cr husband was president of die SAL;: 
ci.-'-i.'Tsjo have turned records concerning j^eveiocment C orn, over to die C’inten s 

;n ;?S7 ai vjI-aniRcdht^- Chjitc*ij n.'cucst: recently charged ji Caiiforrda with embcsiin? 
nearly $200,000 from conductor Zuem Mehta and his wife, Mancy. 

Midlife Investors - a 5*15,000 partneroi? with HLlarv c:intom .^Vbs t cr Hubbeii. 

and Vince Foster namiujr euch othci i,not their ipouses) as ’ocacfl cranes; ’J/as finalized latc a 
blind trust by Vrnce roster ±rer iavs iflcr he comnuned suicidu. 

MitcheH, Wnjlams, Sciigi J&cksoo, and Tucker - law flrm that at one time represented 
Madisorr Guaranty while one of its partners, Jim Guv Tucker, was securing a S 1 million loan 
from Mad ison Guaranry ; also represented Capital inc,: employed Beveriv Basger 

SchaiTer as the attorney for Mndison . 

Bcmnrd Nt«.<b3um - 'White House Counsel: former colleague of T ^ ^ llarv Rtynhi *^ 
while working cn the House Judiciary Coniniirtcc to impeach President NLxea; reportedly w.is 
the firs: lo search Vince Fo s te^ otTice after hi.’> suicide: refused co pennit Park Police 
investigators to examine several Jocamenrs, ’citing executive and attorney -client privileges’; 
ruriicd over i stack of papers including F oster's diar/ .ind part of the missing U^hitewater fuc 
•‘O Hanuiten : supported WjHiam Kerned v 's dismiusoi of Da\id I^aie's allegations. 

Leslie Patten - head of die Denver-cased accounting finn of Panea. McCarthy, and 
.Associates which issued the Lvcr*~ report; Icng-tune friend of Jip i Lvons : formed a 'oank 
holding company with L^Qiis ana oUters (opened t?>v banks, one of which ’wos iicuidnicd b;. 
Coicrado state regulators). 

Charles Peacock - father of Ken Pcac cck: a auicr Madis<?p borrower and a member of die 
±rs:’i board of directors who claimed he was also ba£flcd by the check (that was used to 
help retire Clinton's 1984 gubcmator.ai campaign debt) which bore the name of his son, '^^r. 
SliJlcds. 

Kea Peacock - an Arkansas businessnian who.se aacce is oo a 53,000 cashier’s check used *a 
help retire Clinton s 1984 gubernatonal campaign debt (the RTC turned the check ever :o die 
Justice Department); says he never maae such a donation (at the time, he was a 7.4-year-olc 
college .student). 

Jaoet Reno - Anomey Gencrai; removed Michael Shaheen firom the directorship of Jusnee s 
OfHcc of Pubiic Responsibilit)-; asked by Presid e m Clin toq » name a special counsei to 
•.nvesriJiatc ^Tiitcwater on January 12. 1994 {Tins new invcsiiganon will not halt *iie Linic 
Rock special grand jury probe of Madiso n); named Robert Fiske to oe the Whiiewmcr speciai 
counsei on January 20, 1994. 


It ^"c. :c her Linie Rock .'idvcriLsizg 
was used to buy iand fer 'w>utc-watgr 


:=• M«ter Markenne ;ccrs :hzr, 3 ;f 
ieveiocmeat Corp. from the !n:crr.anor.ii 
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Rose Law Firm - prominent Little Rock law* firm --viiicii at one dme empioyea HiJiar-^ 
i^oa:;ya,CIiaIQC, Vlncg roster. Wcb^sier Kubbeil. I lianL Kennedy, and Richard V( n>^r.»v 

fo'^aht to keep .VladisQn in business m 1983, when the Arkansas Securities Commission was 
threateninp. to close ic down; later suen Madison' - accounting Sna, Frost and Co., on beiiaif 
of :he rDIC, origin of a call (from an irJcr.owr. eziler) which *'Vas placed to Vince fner*^ d;c 
mcrrhng of the day he committed ituc-.ce. 


Archie Schaffer - husb.and to flevcr i v 3assett SchaiTer: nephew of Senator Dale 3umpers; 
was ; campai>;n coniributpr to Oincon's guce m ator i al re-eiecdon campaign; currency ar. 
-xccciive at Tysen foods (owned by D;:q Tyson who also is described as a serious Ci^tcr. 
flnar.ctai backer). 


Beverly Bassett Schaffer - the Siiates- appointed state ,-cguiafor in charge of savings and 
leans :a early I980s; approved Madison Guaranty’s ocryex plan (which was never 
unp.cmcatcd) to sell preferred stock (after McDcugai had helped Clinton cover his debt); 
pre’riously served as Madi son* s iawvcr while woridng ax the law firm of Mitehei ^, Will tamo, 
Seda. /acks<m. and Tucker (wrote a memo describing N fa di sotila ftiilore Co comply %vith land 
iaw in die CarnpebcllQ project as 'willfui'*); currently employed at WrighL Lindsev. m4 
Jennings . 


Security Bank of Pamgould - owned by Marlin Jacksoiu was supposedly placed in a blind 
*^ust by .rncksaa when he was appointed stam banking commissioner, lent Biit Clinton money 
wried he then used to pay off more than S20.000 of a Whitewater loan. 


Michael Shahten - director of Justice'? Office of Professionai Responsibility for the past :3 
years: involved in the investigaaon of Vince Foster’s suicide note: removed from OPR by 
Actcrr.rv Gen eral Re;^: .*^or:edIy will be offered i suitable position elsewhere by Renc : 
(CPR has been temporarily placed under die supervision of former Qintcn campaign 
volunicer. 


‘Maurice Smith - a senior aide to then C-oven ior Cliinon who owned and operated die Bon k 
of Cherry* Vailev: appointed Director of .Arkansas Stale Highways and Transpomticn by 
kliDJOU. 


The Stephens Family - controls the Wenhen B a nking^CorPorahon and Siephens Brckcnige 
inc.: involved in die BCCX and BNL cases. 


Patsy* Thomasson - White House aide; veteran of Arkansas Democratic Party politics: was 
once an executive vice president at Losntnr and Co. (Don R. Lasater was the head of Lasater 
and Co. and a major contrib'utcr. Lasater and Co. earned some SI. 6 million in 

commissions for handling Arkansas state bond issues at the same tune Dan Lasater ’•vas under 
invcjirigiiticn for cocaine distribution. Lasater -vos sentenced to 30 months in 1986. Lasater 
and Co. also .hired Bill Clinton's haif-brod:cr, Roger); fonner Qifliflfl*«PP<>intcd chairman of 
the /Arkansas liighway Commission: involved in the search of Vince Foster's office foilownig 
his suicide. 

Jim Guy Tucker • current Governor of .Arkansas: received more than SI cnillJon m 
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:‘:n.-T: MA(jiiaa his iw firm. Vlitcjigii. Williams. Seiig. Jacx^ipn , -i , rh ^.:g .<cr 

rsprssen-.ed Madi soii; invcsior -.vil-. '^’ord ^astJe Grande, .'aicr negotiated a 50 '^ ^ 
'ccucnon of his cicbt: secured Icons from Cari^al Management S ervices Tnc : former C :>r:cn 
'u;c; ov.titd the PjT.KinP^ .iicn? '^Lh fames Mc Dougmi and daen Cinfo n lice Stc’-e 
S:n::h. 


^‘nlue Partoers - Hilla r^» * Rodham Cliatcn’^ mvesanent group; had .nbout SI. 2 miilicu 
u;vc5ned in !0 health care stocks, cr .ibcui : 3«/, cf its total portfolio in December 1992; 'scic 
ohert’ on severai health care stocks dftzr Rodham Canton IxnU become aedveiy 

involved in Climcjoj health core tasK force: -.vos Snaiized into a blind tmst by Vince rvGtc: 
three days after he corr-rcirtea sidcidc. 

Chris N^'adc - an .Arkansas real estate ageac: .uanaged Whitewatgr throughout me 198Cs on 
behalf of the Clintons and Mc2fiii£3is; daims 'he Whitewa ter venture was not a 'money 
io:or ciaims that he sugg^^sted :o -Hilary Climon ±at she seek power of attorney over 
’ ■^rdtewater and dwi she purchase model home on one of the Whitewater lots to Ty to spur 
xaics: cioxms that he also .suggested to Hillarv- Clinton that she buy back that same properr/ 
fr:m. :he owner who was failing tc make payments on the property rHillar/ Clmr^n followed 
’•Vade ? advice in September 1988 and re-purchased the properT/ for $8,000 and then soid it 
.months later for $28,000.); a p.artner with McDou gal in Campobello. 

Seth W’ard • Webster Hubbelfs fauher- in-law. was an officer at Madis o n Financial 
Co.- Tcricic.n (a 'jubsidiarv' of Madison G u aranrv) at the time Hubbell represented the RTC 
against Mflrljgp^: ;r.\'csted m the C.isti? Gran d e Protect and defaulted on $587,000 in ’.oar.s 
from ^adison: purchased the Piper Se.'r.moic urpianc Srom James McDouzaJ . 

'Miirewafcr Development Corporation - a land development company whic.h evolved frem 
a .'cai estate partnership formed in 19"S by die and McDougals : (The parmership 

pure.-ased a 230-acre property locared aiong 'die White River m the Arkansas Ozaric; for 
S2??.0C0 by borrowing S20.000 horn Little Rock's union Bank .hr the downpayment. In 
■9'? the propeny was substanriaily revalued upwards and cransfen’ed to die newly formec 
Whitewater Dev^eio om e m CorT?or3Uor. . Four years later, the initiai $20,000 loan was 
refinanced at the 9 ^ of Chenr Valiev .'): sold 7.4 'Whitewater lots in 1985 ui e.xchui:ge fer 
$35,000 and a twin-engine Piper Scmmoic airpianc valued at about $30,000 (which was not 
reported on die Clintons' tax returns?; purchased $10 acres from the Imemationai Paper Co. 
for $550,000 with a 5110,000 down payment (pair of Susan McDougai'§ 5BA loan) m 1986. 
was structured to enable the Clintons :o receive half of the profits with little or no mvestmer.:: 
the Clinton^ sold their half-share to lipi McDougil for 51,000 in December 1992; the 
Cli ntons* claim they lost $68,900 on the deal although it is unclear how much die C L-.tens 
inv«-s*ed ia WhitewHter . (According to die (RS. the Clintons could have legally claimed 
S3. 000 annual deductioaa until the whole loss was written offi) 

Man»aret WUtiims • HHlarv R o ^.nm Clinton s chief of staffi fonner conwnumcanons 
director at the Children's Defense F’ond; former press deputy ni the Democratic N'aticnai 
Cormiiictce: involved in the search of Vi hge, Foster 's office followHng his suicide. 
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Njraii J. Worsham or Sarah J. Hawkins or Sarah Worsham Hawkins - or.e-time banx • 
cxa.'Tii.isr for rhe redeniJ Home Lean Bank Board (FHL3B); wrote in a log/: FHL3B report ' 
that Ma dison iuid engaged in " unsound lending practices” and had improperly booked^ or 
recorded, protlis diat could ’’ adversely affect net worth. ’; within months of die FHL3B renor. ’ 

was hired by Madisofl as n senior ••den president it S65.Q00 and worked on a refinancing end 
preferred stock plan to keep Madiso n Ln business; was a membex of Madison'g board of 
directors and a member of Madison’s management committee which oversaw loans; accerdu;^ Id 
:o 1 foiicw.up 1986 FKLBB investigation, was one of several Madi^ n ofneers who obtained 
•insecured loans (. W orsham/Haw kins jotameu i $5,000 unsecured loan) and idgncd a FHL33 f,; 
s?.ir.e«and-de5ist order for Madiso n. . 

Worthen Bank Corporation - held a lien on iamesJyfcDougai ’ z interest in Mad ison » 

Gu aranty; provided Clinton's Presidential campaign with a S3. 5 million line of credit days fi-:- 

ocrore Super Tuesday; ccntrcilcd by *Jhe Stephens Fr»milv which has been linked to the 3CC:: 
via .^NX eases. 

Betsey Wright - a longtime Clinton aide and his campaign ncusager in 1984; claims she 
recuils filing posi-eicction contribution reports that included individual contributors for the 
1985 spring f^d-raiser (involving the four questionable checks) as required by state law bu 
is unable to locate them; currently the executive vice president of the WcxJcr Group, a 
Washington public affairs which is a unit of Hill and Knowiton Inc. 

Wright. Lindaey, and Jennings - a Linie Rock law Stm that has employed at one time or 
.mcthcr Bill Clinton . Beveriv Bas s en Schaffe r, and Bru ccJLinds gy. 



Soufcw: Oricago Sun«riflfrr ?. Chicago _T;lfeu:i r. Chnnlar Sciccce Moiticoc. .jgg ^ 

M:vt:or._Cy<Mit;t e. /iufnagJiaaEl. "he Lgpu lye tligcncgr. v»e 

Merfgare N c^wtwrdt Voix Tlmea. :A« R«pre*en»tive .«r,es -v. 

’ it.Tcn's Memonmdu.'ti to Rcynbllcan Memtr..'? of Conjyea* re^afdixiK Whitrw»ter. SflCJlTJaaiisa 

£xnxmne r. Timm Oie T;mw- ?:cay^io e. Ac 2^tll^2Ua5«aaL Wjjj[!iSaSn_£S5^ y'Jiit^ilCaiLZrn 

L-5A ~odcv. and i ' .S. *>>o ws md Wprid Rcoyrt mdgaainc. 


E Jtaming r. :_irnw 
L- 5 A Today, snd 
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RBSOLUnON TRUST CORPORATION 

Rtaolviag TIm CrWt 
Rdtorinf TIm CMUdcBce 


March 18, 1994 


Mr. Roger C. Altman 
Interim CEO 

Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 

Dear Roger: 

Your letter to Jack Ryan on March 16, 1994 requested that he 

^e prepared to respond to questions regarding the RTC and Madison 

Guaranty. I am enclosing the only ”Q & A” for you with respect to 
Madison which is being prepared here. I am sure it reflects your 
understanding that questions concerning advice given anyone at the 
RTC concerning Madison by me or my staff, or discussions held 
between RTC officers or employees and members of the legal staff, 
are subject to the attorney-client privilege. As a result of your 
recusal, and your March 16 letter, we have prepared the enclosed 
response for you which states that Jack will respond to questions 
regarding any waiver of privilege with respect to Madison. 

Sincerely, 


Ellen B. Kulka 
General Counsel 


Enclosure 

cc : J . Ryan 

A. Kus inski 


801 17m street N.W. Washington. D.C. 20434 


//<?65 



QuesHon: 


Please describe to the Committee what if any legal advice you have received 
either from the RTC's General Counsel or other attorneys within the RTC on 
Madison Guaranty. 


Anawer; 

As you know, I have recused myself from all matters related to Madison 
Guaranty. 1 have been advised that because of my recusal I am not the 
appropriate person to make a determination on behalf of the RTC as to 
whether the agency should waive its privileges associated with this issue. 
Instead, I have been informed that John Ryan, the Deputy Chief Executive 
Officer, is the appropriate party to make that determination. 


(I1W 



4507 


UU4*» x . 99’9 

Contact; Jof£ Blggi (202) 228*5004 

Missl TMflitr (202) 22S-0500 

Lam Nlcbola (202) 225*5604 

Tony Blaaklay ( 202 ) 225*2500 


Momnc REARZiros ok »wH i TginiTP^ 


The bipartisan Houaa laaderaiilp haa roaoluid aqraoMint on 
holding sovoral days o< public hoarlnga on three aapaeto of the 
sQ!rMllad.4lhltaitater.4jweetig!5tion noir being .bondoeted by Bpeeial 
Counael Robert B. Fialte^ Jr. Hhku agreeeant is conaiatent with 
tho proviaiona of h. Rea. 394, adopted by the .Bouae on March 22 « 
1994, which atataa that any hearing oondueted by Houaa 
ctmittaea should be atruotaired and aequanced so that they vill 
'*not interfere with the en-going investigation of Special Counael 
Robert B. Fiake, Jr." and is baaed on Mr. Piaka's atataaent to 
the bipartisan leadership that hia review of theee three areas ia 
very close to conclusion and that congressional inquiry into 
tnaae three areas, once he haa coivletad investigation into then# 
will not iapede his overall invastigatlon. nr. Fiske has 
specif ieally asked the bipart isea leadership to refrain from 
Congressional inquiry into tha other aspects of his ictvsstigatioa 
for now. 

The three eubjeots of the. public heerinos will be: the 

White House eonteots with Treesury/RTC off ieials about 
"Whitewator”-relatod natters; whether the death of ABaistant 
White Kouee counsel Vincent Foster was a hoaicide. or a aulcida; 
and the White Rouae^s handling of the eotitenta of roster's offioe 
during ths investigation into Foster's death. 

Tha bipartiaan laadership has agreed that hearings on these 
three areas will be held by the Coaaittee on Banking, Finance and 
Urban Affairs and that all Naabars of that eoamittaa will have 
tiaely, equal acseeas bo neoessary docuneata and vay be aaaiatad 
by staff of other eoaaittaaa of tha Houaa. The hearinga will 
begin within thirty days of notification by Mr. fiako that ha has 
ooapleted his investigation into these three areae. 


tmi 


JUL 6 ’94 7: 12 
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STATEMENT ON WASHINGTON. D.C. INVESTIGATIONS 

The Washington, D.C. Office of the Independent Counsel 
has completed two separate investigations : 

(1) An investigation to determine whether the cause of 
the death of Vincent W. Foster, Jr. was a suicide or a homicide, 
and if it was a suicide, whether any matter related to the 
Clintons' involvement in the Whitewater Development Company 
("Whitewater"), Madison Guaranty Savings and Loan ("Madison 
Guaranty") or Capital Management Services ("CMS") played any role 
in his death; and 

(2) An investigation to determine whether a criminal 
prosecution should be brought against anyone for obstruction of 
justice or a violation of any other federal statute for conduct 
arising out of a series of meetings and other contacts between 
White House and Treasury • Department officials from September 1993 
through March 1994 . 

A third investigation, to determine whether a criminal 
prosecution should be brought against anyone for obstruction of 
justice or a violation of any other federal statute for conduct 
involving the handling of Mr. Foster's documents in the White House 
immediately following his death, is in its final stages and should 
be completed shortly. 

We announce today the results of the two completed 
investigations. We are satisfied that all of the issues involved 
in these investigations have been fully and thoroughly 
investigated. In total, attorneys from this Office and agents of 
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the Federal Bureau of Investigation ("FBI") questioned 188 persons 
and reviewed and analyzed thousands of documents . Other 
investigative steps were also undertaken. 

I am extremely grateful for the commitment and effort of 
the lawyers on my staff in Washington; Roderick C. Lankier, Mark J. 
Stein and Carl J. Stich, Jr., and the FBI agents who have worked 
with us, which has enabled us to conduct and complete these two 
investigations in a period of less than four months. 

The Foster Death Investigation 

At this time, we are issuing a complete report on the 
death of Vincent Foster. ‘This report concludes that on July 20, 
1993, Mr. Foster committed suicide in Fort Marcy Park, Fairfax 
County, Virginia. The report lists a number of factors that may 
have contributed to his suicide, and finds no evidence that matters 
relating to Whitewater, Madison Guaranty or CMS played any role in 
his death. The investigation into Mr. Foster's death was not a 
grand jury investigation. It consisted of interviews by attorneys 
and FBI agents working with this Office, and of extensive forensic 
and pathological laboratory analyses. Accordingly, there are no 
grand jury secrecy restrictions on the public issuance of a full 
report, and we are making public such a report at this time.* We 

Rule 6 (e) of the Federal Rules of Criminal Procedure 
provides, in relevant part, "(2) A grand juror, an interpreter, a 
stenographer, an operator of a recording device, a typist who 
transcribes recorded testimony, an attorney for the government, or 
any person to whom disclosure is made [pursuant to a specified 
exception] shall not disclose matters occurring before the grand 
jury, except as otherwise provided for in these rules. ... A 


2 


//ft? 



4510 


will submit a copy of this report to the division of the Court of 
Appeals for the District of Columbia referred to in Title 28, 
United States Code, Section 49, as part of the report required by 
Title 28, Code of Federal Regulations, Section 600.2(b)(1). 

White House /Treasury Contacts Investigation 

On February 24, 1994 Deputy Treasury Secretary Roger 
Altman disclosed in testimony before the Senate Banking Committee 
that he and Treasury General Counsel Jean Hanson had met with 
members of the White House staff on the subject of the Resolution 
Trust Corporation's ("RTC's") investigation of Madison Guaranty 
Savings & Loan ("Madison Guaranty") . In the days and weeks that 
followed that testimony, disclosures were made about additional 
meetings and contacts that occurred from September 1993 through 
February 1994 between Treasury representatives and White House 
staff on the subject of Madison Guaranty. Following these 
disclosures. Members of Congress, the press and other individuals 
raised questions about what occurred at these meetings and whether 
there was any attempt by members of the Administration to 
improperly influence the RTC investigation. 

As a result of these disclosures and the issues that 
arose from them, this Office conducted a grand jury investigation 
to determine whether any Government official did anything during or 
following these contacts that amounted to obstruction of justice 


knowing violation of Rule 6 may be punished as a contempt of 
court . " 


3 
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under the federal criminal laws. 

The purpose of this investigation was to determine 

whether the evidence estcdDlished that any of those contacts, viewed 

individually or collectively, amounted to a violation of law by 

anyone involved. A total of more than twenty different contacts, 

either face-to-face meetings or telephone conversations, were 

investigated. The investigation focused on whether in the course 

of any of these contacts, any individual obstructed justice, 

attempted to obstruct justice, or conspired with others to obstruct 

justice, as defined in Title 18, United States Code, Section 1505. 

That section provides, in pertinent part: 

Whoever corruptly . . . influences, obstructs, or 

impedes or endeavors to influence, obstruct, or 
impede the due and proper administration of the law 
under which any pending proceeding is being had 
before any department or agency of the United 
States . . . [s]hall be fined not more than $5,000 
or imprisoned not more than five years, or both. 


After a review of all the evidence, we have concluded 
that the evidence is insufficient to establish that anyone within 
the White House or the Department of the Treasury acted with the 
intent to corruptly influence an RTC investigation. Therefore, the 
evidence of the events surrounding the contacts between the White 
House and the Treasury Department does not justify the prosecution 
of anyone for a violation of Section 1505. We have also concluded 
that the evidence does not justify a criminal prosecution for 
violation of any other federal statute. 

Because this investigation was conducted almost entirely 
through the use of a federal grand jury sitting in the District of 

4 
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Columbia, we are precluded by Rule 6(e) of the Federal Rules of 
Criminal Procedure from publicly disclosing anything more than the 
results of the investigation. We will submit a full report of this 
investigation to the Division of the Court of Appeals for the 
District of Columbia referred to in Title 28, United States Code, 
Section 49, pursuant to Title 28, Code of Federal Regulations, 
Section 600.2(b) (1) . 

In reaching this conclusion, this Office is not 
determining anything other than that the evidence does not justify 
a criminal prosecution. We express no opinion on the propriety of 
these meetings or whether anything that occurred at these meetings 
constitutes a breach of ethical rules or standards. Prior to the 
issuance of our grand jury subpoenas. Secretary of the Treasury 
Lloyd M. Bentsen, Jr. had asked the Office of Government Ethics 
("CX3E") to conduct an investigation into these meetings. That 
investigation was suspended, at our request, when we began our 
investigation. We have advised Secretary Bentsen that we have 
completed our investigation, and we understand that the OGE 
investigation will now go forward. 

June 30, 1994 
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DEPARTMENT OF THE TREASURY 
WASHINGTON. D.C. 

SECRETARY OF THE TRCaSURY 

June 30, 1994 


Mr. John £. Ryan 

Deputy and Acting Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 


Dear Mr. Ryan: 

Today, Independent Counsel Robert FisXe announced that he has 
completed his investigation as it relates to contacts between 
White House and Treasury officials concerning the Resolution 
Trust Corporation's work with respect to Madison Guaranty Savings 
and Loan Association. As you may be aware, when the matters 
relating to such contacts came up, I asked the Office of 
Government Ethics to advise me of any ethics or conflicts issues 
raised by such contacts, and offered the assistance of Treasury 
staff in that endeavor. Treasury's Office of Inspector General 
has Indicated to OGE that it would assist OGE by conducting fact* 
finding regarding the contacts. However, at Independent Counsel 
Fiske's request, Treasury's Inspector General and OGE 
independently agreed tq defer their work in response to my 
request until Mr. Fiske notified them that their work would not 
interfere with Hr. Fiske's investigation. 


Today, I asked both Treasury's Inspector General and OGE to 
proceed with their work, and I urged them to complete that work 
before the Congressional hearings into the contacts. I 
understand that Treasury's Inspector General has viewed the 
assistance of RTC's Inspector General as important in this effort 
because of the need to interview one or more officials at RTC and 
that Treasury's and RTC's IGs have discussed this need. I would 
very much appreciate it if you would ask RTC's Inspector General 
to work with Treasury's Inspector General in providing a timely 
and thorough review of the facts relating to the Treasury /White 
House contacts. 

Thank you for your assistance in this important effort. 


Sincerely, 





imi 



4514 



me 


RESOLUTION TRUST CORPORATION 

Roolving The Crisis 
Restoring The Confidence 


January 14, 1994 


>M£MQR A1VPU M 


To: 


From: 


Re: 


Vice Presidents 
Assistant Vice Presidents 


Jack Ryan 
Deputy CEO 



Madison Guaranty Savings and Loan Association 


The RTC has received numerous requests for information on Madison Guaranty Savings and 
Loan Association and related matters. Interim CEO Roger Altman is committ^ to responding 
to these requests as promptly and thoroughly as possible. 

In order to assure that the RTC*s response to requests on these matters is thorough, accurate, 
and timely, I have established a working group to coordinate the collection and distribution of 
all information and material responsive to the requests. The working group is comprised of 
James Dudine, William Collishaw, and Peter Knight. 

I am sure that I can count on the fiill cooperation of you and your staff with the working 
group. Please see that this memorandum is distribute to the appropriate staff. 




801 17m stm&i, N.W. w ammaton, ac 20834 
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To: Ellen Kulka 

From: Peter E. Knight 

Re : Outstanding items 

Date; 2/221 


The following are Madison- related items that should be 
addressed prior to Thursday's Senate Banking Committee hearing; 

--The response to the 41 Republican Senators who want to know 
what the RTC is doing with respect to civil litigation. 

--The following requests of Senator D' Amato; 

--To provide the RTC's policy on outside counsel 
conflicts of interest; 

--To provide a chronology of the RTC's involvement with 
Madison Guaranty; 

--To provide recusal "letters and ethics agreements 
entered into" by A1 Casey and Roger Altman; 

--"A copy of any review that the RTC prepared, or had 
prepared, pertaining to potential conflicts -of -interest 
that may have existed in connection with the Rose Law 
Firm and Madison Guaranty" ; and 

--All documents pertaining to Madison, and an explanation 
of why the RTC refuses to provide any of them (letter of 
2/18/94) . 

--A • request from Senator Bond for a listing of 
conservatorships and receiverships which the Rose law firm 
represented on behalf of the RTC and a listing of defendants 
in these lawsuits. The Senator also requested a listing of 
cases in which the Rose law firm represented defendants in 
matters brought by the RTC. 
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United States 

Office of Government Ethics 

1201 New York Avenue, NW . Suite 500 
Washington. DC 20005-3917 

March 22/ 1994 


Honorable James A. Leach 
Ranking Member 

Committee on Banking, Finance and Urban Affairs 
House of Representatives 
2129 Rayburn House Office Building 
Washington, DC 20515-6050 

Dear Congressman Leach: 

I want to let you know what the Office of Government Ethics 
(OGE) is doing in response to your letter dated March 1, 1994. 

Your letter asks for OGE's review and advice as to whether 
a meeting between three White House officials and Roger Altman, 
Interim Chief Executive Officer of the Resolution Trust Corporation 
(RTC) and Deputy Secretary of the Treasury, "violated any guide- 
lines of government ethics, regulations, or law." Various sections 
of title 3 C.F.R. and title 12 C.F.R. are cited in your letter as 
possibly being applicable to this matter. 

After receiving your letter, my staff contacted Independent 
Counsel Robert Fiske to request a meeting. OGE has also received 
a letter from Lloyd Bentsen, Secretary of the Treasury, asking for 
our views regarding certain actions that may have been taken by 
members of his staff. Because media reports had indicated that 
Mr. Fiske 's office had issued subpoenas to certain Treasury and 
White House officials, we felt it was necessary to meet with 
Mr. Fiske and/or his representatives before proceeding in any 
fashion with respect to either your letter or- Secretary Bentsen 's 
letter. A copy of OGE's letter to Mr. Fiske was sent to you. 

Early last week, OGE staff met with the staff from the Office 
of the Independent Counsel. At the meeting, my staff outlined 
OGE's role in the executive branch and discussed the steps that OGE 
might take in response to your letter and the letter from Secretary 
Bentsen. OGE agreed not to pursue any activities at this time 
that might jeopardize any investigation now being conducted by 
Mr. Fiske. OGE asked the Office of the Independent Counsel to 
notify us when an administrative investigation of employee conduct 
could proceed. We have since received a letter from that office 
confirming our conversation. Holding any administrative investiga- 
tion in abeyance until a criminal investigation is at a stage where 
it will not be compromised follows the long-standing guidance of 
the Department of Justice (DOJ) . Copies of that DOJ guidance are 
enclosed for your information. 
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The Honorable Jcimes A. Leach 
Page 2 

In the meantime, my staff has arranged to meet with the 
Inspector General (IG) Offices at both the Department of the 
Treasury and the RTC. OGE is not an investigatory agency. We 
believe that we can effectively work with the investigators in 
those offices so that any information we believe relevant to issues 
of the application of the standards of ethical conduct can be 
developed and included in a report from those offices.’ 

We understand that the IG at the Department of the Treasury 
has received a request from at least one member of Congress to 
investigate the matter which is the subject of your letter to OGE, 
and that the IG, like OGE, is acceding to a request from the 
Independent Counsel not to proceed on the matter at this time. 
Accordingly, our discussions with the IG offices will focus on what 
actions we each might take in the future, once the Independent 
Counsel has notified us that we may proceed. We will then provide 
you with our views as to any ethics or conflicts issues that may be 
raised by the investigative reports. 

Sincerely, 

^^tephen D. Potts 
Director 

Enclosures 

cc: Lloyd Cutler 

Counsel to the President 

Jean Hanson 

General Counsel 

Department of the Treasury 

Art Kus inski 

Director of Office of Ethics 

Resolution Trust Corporation 


It is important to note in this regard that some of the 
regulations cited in your letter were superseded on February . 3, 
1993, by OGE's executive branch-wide "Standards of Ethical Conduct" 
in 5 C.F.R. part 2635. Therefore, it will be the Steuidards of 
Ethical Conduct in 5 C.F.R. part 2635 upon which OGE will focus. 
The cited provision in 3 C.F.R. regarding "General conduct 
prejudicial to the Government" was not superseded by 5 C.F.R. part 
2635 because it is derived from employee conduct regulations issued 
by the Office of Personnel Management in 5 C.F.R. part 735. 
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Office of Thrift Supervision 
Depaitmeac of the T reasury 

: 700 c Swi. N. w.. Waihingcon. D.C 20552 • ( 202) 906-6288 


CongressioTud Affairs 


FAX TRANSMITTAL SHEET 


From: John L> von Secoem — 

Office; Congressional Affairs 

Date; Phone; 

Fax Number (202) 906^7477 


To: 




Fax Number Hf io*' ^ Phone: 

Total Pages (Including this cover page) 


If you have any problems receiving this transmission, please 
call the Office of Congressional Affairs at (202-906-6288) 


Comments: 
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Office of Thrift Supervision 
Department of the Treasury 




. roc C Street. K.W.. W»«hinjfton. DC 20S52 • fZCZ) 9C6*65^ 

March 17, 1994 


The Honorable Donald w. Riegle, jr. 

Chaiman 

Cosmittee on Banking, Housing 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Mr. Chairman: 

I am writing you to respond to inaccuracies that appeared in 
a March 16, 1994 New York Times article regarding enforcement 

decisions it is asserted I made related to Madison Guaranty savings 
and Loan. Although OTS does not ordinarily make an effort to point 
out inaccuracies in press articles, becauss this article has 
generated significant media and Congressional interest, i believe 
the effort here is worthwhile. My response must be limited, 
however, because it is OTS policy (similar to that of other 
agencies with enforcement powers) to refrain from discussing 
whether or not an enforcement action is underway or was ever 
contemplated or rejected. 

The article contains a report that OTS (specifically, myself 
and the Acting chief Counsel) turned down a request from a senior 
lawyer in the Midwest rsgion to open a formal investigation into 
Madison Guaranty Savings and Loan. The article goes on to imply 
that this decision was mads in consultation with senior political 
appointees at the Treasury Department, because the Chief Counsel 
and I "rarely make major decisions without high-level 
consultations . " 

First, contrary to the statement in the article, in my fifteen 
months as Acting Director, I have never been a party to any 
decisions sither to initiate or not to initiate any investigations 
involving thrift institutions. My Involvement in enforcement 
actions occurs only at the end of the process, after an 
investigation is conplstsd, and a notice of charges or a consent 
agreement is presented to me for decision. 

Second, formal investigations are proposed by regional exar. 
staff in consultation with rsgional enforcsmsnt attorneys, 
considered by the enforcement review committee and regional 
director of the region in which the thrift is located, and, if 
approved, forwarded to the Chief Counsel for concurrence in 
consultation with the Deputy Director for Regional Operations. 
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The Honorable Donald W. RiegXe, Jr. 
Page 2 


Third, neither I nor OTS staff consult with Treasury 
Oepartnent officials on enforcement actions. The Financial 
Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA) 
specifically prohibited such consultations, and we have adhered 
scrupulously to this requirement. 

The OTS is a bureau of Treasiiry. I report to Frank Newnan, 
Under Secretary of the Treasury. The only conversation I have ever 
had with Treasury regarding OTS enforcement activities relating to 
Madison occurred on March 16, 1994 when Mr. Newman mentioned the 
New York, Times article and asked whether I had ever consulted with 
anyone at Treasury regarding any investigations or enforcement 
actions. I assured him that I had not had any conversations with 
Treasury officials on enforcement*related activities regarding 
Madison and that I was unaware of any conversation or memoranda 
between OTS staff and Treasury on this subject. 

The staff of OTS has worked diligently since the passage -f 
FIRREA to restore the credibility of the thrift regulatory function 
and to clean up the thrift industry. Your committee has been 
supportive of our efforts. While it is always possible to secern 
guess our decisions, I believe we have done a credible no jf 
carrying out our mission. Our decisions have been based solely :r 
the facts as we know them, applicable lav, and the agerc/'s 
supervisory objectives. 

Sincerely, 

Jonathan L. Fiechter 

Acting Director 


Identical letters sent to: 

The Honorable Ren^ B. Gonzalez 
The Honorable Alfonsa M. D' Amato 
The Honorable James A. Leach 
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Oopity Chiof IxoGutivo ottiot 
AMOlution trust Corporatloii 
ISth and Fsnnsylvuaia Avsnus. m.v. 
Washington, o.c. aoaao 
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ZB rafwwM* to tto aMtlag. uonq jac, TrM«iry uid ilhit. Boua. 
effioiala oanoMiting erlaliwl Mlatad ta lUdl.en 
OBBcmty, . itOBtoBr of efClotBl. within th. Malaiatrttion bav. 
pjAllaly atatad that eonawaaatanal hapabiiaana and OdMorata, In 
tha loitaa and tha f^ta, raoaivad tha aaaa hriafing aa that wbloh 
waa pravidad tha Bhita hoaaa by *VO affioiala. Vhaaa acaamta ara 
intamtiag in that naithar X, aa laakiag xaabar of tha hanking 
Caaaittaa, nor ay otaff avar wara offarad auah a briafing(a) . 

Plaaaa pravlda a aaapaaaa aa to tha Oaaoerat and hapiihlieaa naabara 
®* *^?"*^* laoluding any ataff , who raoaivad tha 
aaaa hwlaflM that avo .and Traaaiu. affioiala paoridad tna wnita 
aeoao on oriainal rafarrala and othar aattara ralatad to Nadiaon 
Miwantyi Za addition, aiaaoa In o Z iida tha dataa on whloh auoh 
teiMings wara hald, a liat of tha adniniatratioa offioUla who 
■ ” *■■ * ■ * tha a aa tln ga, and tha atthatantiva oOBtant of tha 
briafiaga. 

* prowida a r o M O w aa by Marsh hi, ihf4. thank yoa for your 
pr oap t attaotion to €hia aattar. 
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The Wall Street Journal 

Treasury Had Rules to Cover Handling 
Politically Sensitive Cases, Memos Show 


By KE.NNET11 H. Baco.n 
And Albert R. Karr 

staff Reporter* of Tiir w^tu S-mKirx Jovrnai. 

WASHINGTON - The Treasury offi- 
cials facings questions about the propriety 
of their White House meetings about the 
Whitewater affair had earlier established 
clear rules for monitonng. but not influ- 
encing. politically sensitive cases. 

Last May. when the .Resolution Trust 
Corp. was considenng a suit against a 
Louisiana congressman who had defaulted 
on loans from failed thrifts, the Treasury 
said it wanted to be notified before any suit 
was filed, but officials emphasized they 
hadn't any intention of interfering in the 
case. 

The policy is outlined m a series of 
memos written last May concerning a 
possible RTC suit against Rep. William 
Jefferson iD.. La.). Treasury officials had 
met in Apnl with Mr. Jefferson to discuss a 
problem his former law firm was having 
with the RTC. but they didn't discuss any 
pending action against the congressman. 

"We have asked that we be advised 
prior to initiation of litigation against 
.Members of Congress, so that we wouldn’t 
be surpnsed in our dealings with the Hill. ” 
Jean Hanson, who was about to become the 
Treasury s general counsel, wrote in a 
memo to .in RTC official. By the same 
token, we emphasized that no action 
should be taken to rumpromise the ability 
of the RTC to recover sums properly due 

It.” 

.Aitinan's Meeting Cited 

Deputy Treasur> Secretary Roger Alt- 
man has said that he was only trying to 
give White House officials a similar 
heads up ' when he and .Ms. Hanson went 
to the White House on Feb. 2. He said they 
discussed RTC procedures that could lead 
to suits stemming from the failure of 
.Madison Guaranty Savings & Loan, an 
Arkansas thnft that has been linked 
to President and .Mrs. Clinton's political 
and business dealings. .Mr. Altman is the 
interim head of the RTC. 

The disclosure earlier this month that 
Treasury officials went to the While House 
ihree times to discuss possible legal action 
against .Madison Guaranty provoked a 
firestorm of criticism. .Mr. Altman. .Ms. 


Hanson and several White House and 
Treasury officials have been subpoenaed 
to testify before a grand jury that is 
investigating the failure of Madison, as 
well as the Clintons' involvement in 
Whitewater Development Co., a failed 
land- development company in which Mr. 
and Mrs. Clinton had invested with the 
former head of Madison. 

•nie incident involving Rep. Jefferson 
also shows how tricky poliUcal cases can 
be. On May 17. 1993. Richard Aboussie. 
then the RTCs acting general counsel, 
sent an electronic-mail message to RTC 
officials in Dallas and Washington. It said 
that Ms. Hanson had directed that ’the 
RTC shall not file any litigation with 
respect to the Congressman without ” per- 
mission from Mr. Altman. 

Objects to Interpretation 

Ms. Hanson objected to Mr. Aboussie's 
interpretation of her instructions. "The 
memorandum couid be read to imply that 
Treasury has imposed a freeze on this 
litigation. This is emphatically not the 
case. " she said in a memo to Mr. Aboussie. 
While the Treasury wants to be notlfi^ of 
cases against members of Congress, “in no 
event do we intend to block the commence- 
ment of litigation against Congressman 
Jefferson, or any other Member of Con- 
gress for that matter.” if litigation is 
appropriate. 

On May 24. Mr. Aboussie sent out a new 
memo calling his first message mislead- 
ing. and noting that “Mr. Altman does not 
reserve to himself the authortty to deter- 
mine that litigation should proceed, or to 
require that his permission be obtained 
before going forward. He simply wants to 
be advised adequately in advance before 
litigation against a Member of Congress is 
filed.” As it turns out. an RTC official said 
the thrift-cleanup agency didn’t file a 
lawsuit against Mr. Jefferson. 

Ronald Glancz. a former Federal De- 
posit Insurance Corp. lawyer currently 
with the firm of Venable. Baeijer. Howard 
& Civiletti. said that ’there is nothing 
unusual about informing the head of an 
agency about legal action against a mem- 
ber of Congress. " What would be inappro- 
priate IS trying to suppress lawsuits for 
political reasons, he added. 
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Key Democrat Suggests 
Hearings on Whitewater 

Cl VV \i I. S rRKKT Journal Staff Reporter ■ 

WASHINGTON - Rep. Lee Hamilton 
<)f Indiana, an Influential lawmaker on | 
ethical issues, became the first senior ‘ 
Democrat to sugfgest the need for Con- 
gressional hearings into the Whitewater 
affair. 

When a complicated issue such as 
the Whitewater matter is affecting the 
president's agenda, he must get the facts 
out quickly and completely,” said Mr. 
Hamilton, who heads the Foreign Affairs 
Committee and previously led the House 
inquiry into the Iran-Contra scandal. He 
noted the investigation by Special Coun- 
sel ftobert Fiske "may not be made 
public for some time." and that congres- 
sional hearings represent "one possibil- 
ity ” for clearing the air. 

.Mr. Hamilton's statement, immedi- 
ately seized upon by Republicans who 
have demanded hearings, heightened 
pressure on President Clinton and the 
Democratic congressional leadership. 
They have resisted hearings so far. citing 
.Mr. Fiske's warning against possible 
' :nterference with his investigation. 

Senate Majority Leader George 
Mitchell (D.. Maine) reiterated his oppo- 
sition to hearings, and aides to House 
leaders insisted that Mr. Hamilton's re- 
marks didn't represent a weakening in 
: he piirty's position. ' 
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TREASURY OFFICIAL 
URGM INQUIRY 

Regulator's Request for Look 
at Failed S.& L. Is Said to 
Have Been Rejected 

By STEPHEN LABATON 

Special to The New ><irk limes 

WASHINGTON. March 15 - Clinion 
Adminisiration officials last year re- 
jected a recommendation by a senior 
regulator to open a Treasury Depart- 
ment investigation into the failed sav- 
ings and loan association owned by 
President Clinton’s former partner ih 
the Whitewater venture. Government 
and Congressional officials said today. 

The request to open a broad investi- 
gation of the savings institution was 
made by Brian McCormally, the top 
enforcement official for the Midwest- 
ern division of the Office of Thrift 
Supervision, which is pan of the Treas- 
ury DepartmenL 

At the time another Federal agency,* 
the Resolution Trust Corporation, had 
already been investigating Ihe institu- 
tion. the Madison Guarantv Savings 
■md Loan Association 
The two agencies have overlapping 
jurisdictions and oficn conduct sepa- 
rate investigations into failed savings 
associations. But the thrift supervision 
office has a larger staff .md greater 
enforcement powers, and has handled 
many of the most significant investiga- 
tions of savings associations and their 
lawyers and accouniani.s. 

New Questions Likely 
The decision to reject the request for 
an investigation by the thrift supervi- 
sion office IS likely to raise new ques- 
tions in Congressional hearings sched- 
uled for next week about whether offi- 
cials in Washington tried in narrow 
potentially embarrassing inquiries into 
Madison. Before it failed. .Madison had 
been owned by James » McI>ougal. 
ihe Clintons' business ji.iriner m the 
Whitewater Devciopmeni i uinp.mv. .i 
-’00-acrc real estate venture .ilung the 
White River in northern Ai kans.is. 

tfovemmeni officials and t'ungres- 
sional aides said ihe request was 
lamed down last fall by .Mr .McCor- 
inally’s supervisors m Washington. 
Carolyn Licberman, acting counsel to 
the thrift supervision office. ,iiid Jona- 
than Fiechter, acting director of the 
office. They report to senior political 
appointees at the Treasury Depart- 
ment. and rarely make major deci- 
sions without high-level consultations. 

William E. Fulwider. the spokesman 
for the Office of Thrift Supervision, 
declined to discuss the case or to say 
whether its officials had consulted thb 
Treasury Department. 

Michelle Smith, a spokeswoman for 
the department, said: "There was no 
involvement by Treasurv. Treasury 
w’ould only be involved on policy mat- 
ters, not specific cases ' 


White House Contacts 

In the last three weeks the White 
House has found itself engulfed in con- 
I roversy as it struggled to defend meet- 
ings between Treasurv and White 
House officials seeking to discuss the 
Resolution Trust Corporation’s investi- 
gation into Madison. 

Those contacts are now being exam- 
ined by an independent counsel. Robert 
B. Ftske Jr., who is trying to determine 
whether the trust corporation's investi- 
gauon was improperly impeded by Ad- 
ministration officials. Ultimately, the 
trust corporation decided last fall to 
refer questions about Madison to the 
Justice Department to investigate for 
possible cnminal violations. 

Mr. Fiske has also been examining 
whether Madison improperly funneled 
money into Whitewater or into Mr. 
Clinton’s re-election campaign in 1984, 
when he was Governor of Arkansas. 

As enforcement director for the Mid- 
western region of the Office of Thrift 
Supervision. Mr. McCormally oversees 
enforcement efforts against savings 
associations in 23 states, including Ar- 
kansas. He is best known as the Fed- 
eral regulator who supervised the in- 
quiry into Neil Bush, a son of former 
President George Bush, who settled 
charges of conflict of interest over his 
role in the Silverado Banking, Savings 
and Loan Association in Denver. 

Reached in Chicago today. Mr. 
McCormally said he could not com- 
ment about the Madison matter. 

Questions Raised in 1992 

Officials said that Republican ap- 
pointees in the Treasury Depanment 
initially instructed Mr. McCormally to 
look into the Madison case after news 
reports about the savings institution 
appeared in the 1992 Presidential cam- 
paign. But the officials said it was not 
until last year, after the Clinton Admin- 
istration had taken office, that Mr. 
McCormally believed he had enough 
information to warrant a request to 
open a formal investigation. 

Officials said Mr. McCormally asked 
his superiors in Washington last fall for 
permission to look into ihe collapse of 
.Madison. It IS unclear whether he 
made the request before or after the 
meetings between Treasury and White 
House officials concerning the Resolu- 
tion Trust Corporation's inquiry. 

The Office of Thrift Supervision reg- 
ulates the savings industry, and the 
trust corporation handles savings insti- 
lutions that have been seized and 
bailed out by the Government. The 
thrift supervision office, created in 
1989. also has many records from us 
predecessor agency, the Federal Home 
Loan Bank Board, and officials said it 
had many of Madison's files from the 
I980’s. 

The House Banking Committee is 
scheduled to hold a hearing next week 
(hat IS supposed to be a semiannual 
review of the trust corporation, but 
Republicans are hoping it will wind up 
as a showcase for problems m the 
.Madison case. 

Republicans on the committee have 
asked regulators at the trust corpora- 
tion and the thrift supervision office for 
flics about their handling of the Madi- 
son case. But the chairman of the com- 
mittee. Representative Henry B. Gon- 
.'.alez, recently wrote to the heads of the 
I wo agencies ordering them not to com- 
j)ly with the Republican request. 
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White House Memo 

A Traveling President 
Trailed by Whitewater 

ByGWENlFILL 

Specwl 10 Tht New York Tlinoo 


NASHUA. N.H.. March 15 - As Bill 
Clinton floated into Boston Harbor 
aboard a ferry named Beacon, fire- 
boats sent plumes of water into the 
air and supporters cheered on the 
dock, dancing to a Dixieland band. 
But Mr. Clinton was out of sight for 
much of the short ride on Monday, 
hunkered below deck on a secure 
mobile telephone where he could talk 
to -his Associate Attorney General. 
Webster L. Hubbell, who had just 
quit. 

Despite his efforts to get away 
frtHn the distraction of the White- 
water investigation. Mr. Clinton has 
found that escaping from bad news in 
Washington is not so simple. As he 
traveled through Michigan. Massa- 
chusetts aod New Hampshire this 
week, he was forced to cope with the 
fallout at every turn. 

Mr. Clinton did not try to persuade 
Mr. Hubbell. a longtime friend and 
golfing partner who has become en- 
meshed in an overbilling dispute with 
the Rose Law Firm in Little Rock, 
Ark., to stay on. And he has said he 
remains calm about all the White- 
water publiciiv 

But by the time Mr Clinton explod- 
ed in fury at Republicans in Congress 
ai a Democratic Party dinner in Bos- 
ton on Monday night, he appeared to 
be fed up witli every setback he had 
ever endured since arriving in Wash- 
ington. 

Stinging Attack on Critics 

He raged, red-faced, about what he 
called “the politics of personal de- 
struction" and complained that Re- 
publicans had decided to "take out 
after” his wife, Hillary. 

Today Mr. Clinton said he was "de- 
termined." not angry, when he 
launched into the iiradc at a $l,000-a- 
plate fund-raising event. But he was 
in ronsiderablv bettor spirits at a 
town meeting hero where most of the 
questions from ihc friendly Demo- 
<ratic audience concerned health 
care, not real estate deals and sub- 
poenas. 

He laughed delightedly when Betty 
Winberg. a 68-year-old Nashua resi- 
dent. said that Whitewater was "for 
canoeing and rafting” and that she 
wanted to talk about mental health 
coverage. 

"Shame on those who would de- 
tract and distract from the important 
work you're doing with universal 
health coverage and jobs,” she said. 

"Bless you," Mr. Clinton said. 

Mr. Clinton later said that he was 
happy to be somewhere in which the 
discussion was about what he wanted 
to talk about, for a change. 

"I wasn't angry.” he said of Mon- 
day night's outburst. "I was happy. 
What 1 said last night. 1 was not 


angry, but i was determmed. That 
was deliberate — I wanted to tell 
those people how I felt” 

•Tm very happy being here to- 
day,” he added. "This is America. 
This is where they are.” 

Mrs. Clinton stuck with that ap- 
proach as welL traveling to Boulder. 
Colo., on Monday and to Sl Louis 
today to talk about health care. Asked 
whether she owed the public a fuller 
explanation of the Whitewater mat- 
ter. she responded with the equiva- 
lent of a verbal shrug, "Well, the 
public doesn't ask me about it*. 
Threat to Policy Initiatives 
Mr. Clinton attributed the mount- 
ing questions about Whitewater — the 
umbrella term used to describe the 
questions that have arisen concern- 
ing a real esute venture that the 
Clintons say ended up losing money 
— to a coordinated and partisan at- 
tempt to derail his other policy initia- 
tives. 

"Make no mistake about it. some of 
the people who are giving me hell in 
Washington are doing it so 1 can’t 
give you health.” he said at the Junior 
high school gymnasium. 

The President's trip to New Hamp- 
shire echoed his 1992 primary cam- 
paign, where questions about his 
marital fidelity and his avoiding the 
draft obliterated much of his effort to 
distinguish himself from other Dem-> 
crats. Walking through the lobby of 
the hotel where the President stayed, 
one aide pointed to a spot in the 
carpet where Mr. Clinton stood as he 
fended off persistent questions on 
more than one occasion in that cam- 
paign. Mr. Clinton said he did not 
remember it. 

Then, as now. Mr. Clinton deemed 
his political opponents, and news or- 
ganizations, as the enemy. Today, in a 
departure from the stand taken by 
Democratic leaders. Representative 
Lee H. Hamilton of Indiana suggested 
that Congressional hearings might be 
a way to deal wah questions about 
Whitewater. Asked about Mr. Hamil- 
ton’s remarks. Mr. Clinton respond- 
ed. “You guys didn’t learn anything 
from the town meeting.” 

Lessons of New Hampshire 
But Mr. Clinton did leant valuable 
lessons from his first, fractious New 
Hampshire experience, including: al- 
ways go on the attack when cornered. 

“It shows he’s strong in his convic- 
tions and he feels he's doing the right 
thing,” said George Stephanopoulos a 
senior policy adviser who joined the 
President today to reprise his cam- 
paign role as troubleshooter. 

“You need a mix.” he said when 
asked about the President’s alternat- 
ing moods. 
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Clintons’ Investment Loss Is Disputed 


By STEPHEN ENGELBERG 

MXVialio IhoNrw Ynrh times 

WASHINGTON, March 12 — Whom 
questions first arose in earlv 1 992 1 


iherp s really not much more to aaa 
to It 

I But while Mrs. Clinton referred in 
December lo the $68,000 loss as 


bought similar land at the same time 
made quick proms or broke even, 
Whitewater was left with most of its 
lots unsold when the real estate market 
soured in the early 1980's. 

The Clintons finally ended their in- 
volvement in Whitewater in December' 


.K/S..I Qoi u II ^1 . I . provable bv the accountants. " on 

she' said the While House 
Z h is "Ting 10 gel an exact figure ' 

hi. .“h ■ 'O'- 'he venture, indicaung that the l Iil92, selling iheir stake to Mr. McDou-, 

lil. CI"«o"s inay he moving away from i gal forll.MO. 

mem. ' iheir sicadfast adherence to the re- , importaneeof Tax Returns 

:.ijllf P" huesiions i '^"ii , he White House has declined to i tLf®", .®' i*® ^hmons. 

a .?* ' '•"I'*er questions about it. referring I "(Ceed to file tax returns that the com-, 

I question James M. Lyons, a Denver i panyjad negjected i n pre vious years.- 
lawyer and a friend of the Clintons who 

I 

over the last month Mr. Lyons general - 1 

a^d^j^in whrch-;i;;7h^ « 

Butatax^urnpr^^rt^^^r^ 'h. firm said incom- 


And it has been the cornerstone of thei 

Stem^ming from the investment. How] ^^nth Mr I unne aaanaarsil. 

could they be criticized, they argue, forj 


Mr. Foster, who had been a partner of, 
Mrs. Clinton’s at the Rose Law Firm in 
Little Rock. Ark., took on the work and: 
brought it with him when he moved to; 
Washington. 

Accountants generally give great 
weight to tax documents because thei 
filing of a knowingly false return is a; 


water last ai me uuccuun ui I n|p,p rnrnrrt« haH hamnprpd it« u/nrW I ”ung OI a Knowingly laisc 

Vincent W. Foster Jr., the deputy White i where wis ! "ime under Federal law. 

la« ^ufv I ha? judgments based^ ’‘experteSc?” i L* Whitewater 

last July, suggests that the entcrprisei oiiUr similar Dmi«rt« as an indisputably failed investment. It 

rw2 re“f^n Lirenld'"* ® reamitruciion of White- ! PU'» >•* company's cumulative losses' 

The discrepancy is not evidence ofj 


I 

I as of May 31,' 1991. at $118,000. On the* 
tax return, cumulative losses — listed 


wrongdoing or that the Clintons arei 
mistaken in calling the venture a losing | 
proposition. But just how much money | 
the venture lost — and how much of i 
that loss was borne by the Clintons — 
are central questions in evaluating Re- 
publican charges that Whitewater was 
a sweetheart deal. 

Back Income Tax Returns 
The 1990 tax return was prepared! 
last June. Mr. Foster, a longtime friend i 


Trying to see 
whether 
Whitewater was 
a sweetheart deal. 


j as an entry for retained profits or> 
; losses — as of the same date are re- 
j ported at $58,000. 

j Laurence Goldfein, head of litigation! 
• services at Richard A. Eisner & Com-* 
> pany. a forensic accounting firm based 
: in New York City, said that judging byi 
' the tax return, it appears that if the; 
: company was able to collect the money. 
' it was owed — its receivables — and^ 
sell Its remaining land, the cumulative 
loss on the Whitewater deal falls to* 
only $15,000. 

Disparities in Land Hoidings ! 
The two documents are even at odds 


w.iicr s finances, the report is centered 
of the Clintons, was overseeing iheion a iwo-page balance sheet and in- 
preparaiion of back income tax returns 1 1 omc statement that says the White-: 
that the company had failed to file andi w.ucr partners lost a total of $157,000 I 
which the Clintons agreed to clear upi — S68.J00 by the Clintons and the rest 
when they sold their share m While - 1 bv the ihcir partners. James B. : over the company's land holdings. On- 
water shortly after Mr. Clinton wasi Me Duugal and his wife. Susan. > the tax return, the company ownsi 

elected President. rhe special prosecutor in the White-l $27,000 worth of land as of May 31. 1991.1 

Douglas R. Carmichael, a professor i waicr mailer, Robert B. Fiske Jr. isj On the 1992 Patien report, it had none, 
of accounting at Baruch College in New : examining charges that Mr. McDougal j as of the same date. 

York City and a former vice president I bore a disproportionate share of itsj 

risk at a time when his savings instuu-| Whitewater did not file tax returns 
lion, ihc Madison Ciuaraniy Savings | for several years. Returns for 1990-1992 
and Loan Association, sought favorable; were drawn up last June by a Little: 
rulings irom state regulators appoint-! Rock accounting firm hired by Mr. 

. (1 bv Mr ( linton. who was then Cover-; Foster. The Clintons agreed in Decem- 
nor til Arkansas, or whether Mr.' her 1992, when they sold their interest 


of the American Institute of Certified! 
Public Accountants, said the disparitv 
tieiween the report released by ihei 
Clintons and the Whiiewaicr tax filing i 
I ould not he atinbuied lo differences in 
.iccouniing methods. 


Thev just don't seem lo be ((Hiking \U Duogal improperly used Madison to* m Whitewater, to arrange for filing of 


ai ihc same project, the same eninv 
Mr. Carmichael said. •’It s diffiruli lo 
understand how ihey could jiossiblv 
have been based on ihe same facts 
The ( liniuns regularly allude lo ih( 


imp u|) the venture 
Mr McDougal has said that he paid 
for most of the losses, and that the 
< linions lost no more than $13,500. Bc- 
forr Mis campaign issued the report. 


the missing returns, and the 1991 re- 
turn IS dated June 21. 1993. 

Mr. Goldfein said a complete set of 
Whitewater records might voi explain 
Ihe disparities between the return and 
Ihe Patien report. Financial state- 
ments and tax returns can differ, he 


1992 repori. which was put together in. Mr ( linton contended that he had lost 
three weeks by a Denver firm then 000 
known as Patten. McCarthy & A.n.soci-. Whitewater had its roots in a 1978! and the other experts said, but should 
lies Inc. investment by rhe two couples. They agree on basic data, such as how much 

I On Mondav. Hillarv Rodham Clinton i purchased land along the White River land is owned. 

lold reporters, "When this is all over, m ihc hope of riding a boom in vacation ‘They don't reconcile in any fashion 
It's going to be ihe same siorv we’ve i and retirement homes along the White' whatsoever.” said Daniel Bencish. pro- 
been telling for two years; we made a River in the Ozarks of northern Arkan-| fessor of accounting at Duke Universi- 
bad investment, we lost money and . sas. But while other investors who ty. ”1 don’t see the link. " 
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Mr. Hubbell’s Necessary Departure 


Webster Hubbeil's decision to leave Washing- 
ton to deal with a nest of angry hornets at his old 
Little Rock law firm is good for the Justice Depart- 
ment. good for the public and probably good for his 
very dear friends and principal patrons. President 
and Mrs, Clinton. 

The immediate beneficiary is Attorney General 
Janet Reno, who now has a chance to show that her 
department is truly independent of White House 
influence. Mr. Hubbell had undertaken major re- 
sponsibilities and. by Ms. Reno's account, was ac- 
quitting himself well. Still, the presence of the 
President’s old golfing partner in the number three 
post has long created the impression that the inter- 
ests of Justice were subservient to the political 
requirements of the White House. 

Further, his value as an administrator would 
surely have declined if he had tried to do his job and 
also defend against accusations wafting from the 
Rose Law Firm and elsewhere. So far. these allega- 
tions seem to bear only an indirect relationship to 
the larger Whitewater mess. But they are serious 
enough to require Mr. Hubbeil's full-time attention. 

One is that he shortchanged his panners in a 
case involving his in-laws, costing Uiem substantial 


sums in billings and expenses that they now chal- 
lenge. Questions have also been rai.sed involving his 
representation of the Resolution Trust Company in 
a suit against the auditors of Madison Guaranty, a 
failed savings and loan run by the Clintons' business 
partner. James McOougal. The issue is whether Mr. 
Hubbell properly disclosed to the R.T.C. that the 
Rose Law Firm had previously represented Madi- 
son and that Mr. Hubbeil’s father-in-law had been 
involved in tangled litigation with Madison. 

Mr. Hubbell has not been formally accused of 
anything. Still, each allegation carries the sugges- 
tion that at various moments in his career he may 
have been insensitive to standards of fair dealing 
and full disclosure. Since the Justice Department is 
sworn to uphold such standards, his presence there 
would have increased the political risk to an Admin- 
istration already reeling under charges of ethical 
insensitivity. 

Although the Clintons* comforting circle of 
Little Rock cronies grows smaller by the day. Mr. 
Hubbell had no choice but jo leave. His departure 
gives the President's critics one less target to shoot 
at — and Ms. Reno a chance to make a more 
credible claim that she runs her own shop. 


Departing Aide Expected to Face 
Ethics Complaint From Imw Firm 


WASHINGTON. March 15 - One 
day after the abrupt restgnauon of 
Webster L. Hubbell. the third-ranking 
official at the Justice Department, his 
former law partners in Little Rock, 
Ark., have tentatively decided to file an 
ethics complaint against him, lawyers 
involved in the inquiry said today. 

Mr. Hubbell announced on Monday 
that he was resigning as Associate 
Attorney r neral. saying that he was 
>(cpping a Je to avoid embarrassing 
his longtime friends. President Clinton 
.md Hillary Rodham Clinton, as he 
faces an inquiry into whether he im- 
properly billed his former law firm fur 
his lime and expenses. 

Justice Department officials said to- 
day that thev expected his former part- 
ners at the Rose Law Firm to take 
action but insisted that Mr. Hubbell 
had not received formal notification 
that firm would file a complaint with 
the Arkansas Supreme Court Commit- 
tee on Professional Conduct, a seven- ! 
member panel that investigates ethics • 
violations. 

Nonetheless, lawyers who have 
closely followed the internal inquirv at 
the law firm where Mr. Hubbell and 
Mrs. Clinton were partners said senior 
partners at the firm had decided to go 
forward. That came after prodding by 
others at Rose who had threatened to 
file individual complaints against Mr 
Hubbell if the firm failed to act. 


By DAVID JOHNSTON 

Sprcul M me Nnt Vmii Timn 

Some See Small Dispute 

The firm held a meeting on Monday 
night to consider what action, if any. to 
take against Mr. Hubbell. but it was not 
tear whether lawyers reached a deci- 
sion during the two-hour discussion or 
sometime later. A spokesman for the 
firm did not return a reporter’s tele- 
phone call today. 

Officials at the Justice Department 
'.lid senior officials were still stunned 
Kidav bv Mr. Hubbeil’s decision to step 
.lowii. He attended a senior staff meet- 
•ng where colleagues applauded him. 
!»ut made no mention of the reason for 
his departure. The officials said no list 
..f possible candidates to replace him 
■lad vet been drawn up. 

Friends of Mr. Hubbell have por- 
I rayed the inquiry into his billing prac- 
I ices as an effort by disgruntled former 
partners to pressure Mr. Hubbell into 
persuading Seth Ward, his faiher-in- 
law. to pay legal bills amounting to 
nearly SI million that were left unpaid 
iftcr Mr. Hubbell represented his 
parking meter company m an unsuc- 
I essful lawsuit in 1991. 

But other Administration officials 
have suggested that Mr. Hubbeil’s 
problems are more serious. They said 
ihc hilling inquiry had expanded to 
include scrutiny of Mr. Hubbeil’s time 
charges and expenses in several mat- 


ters. including one in which he repre- 
sented Federal regulators in a case 
involving the Madison Guaranty Sav- 
ings and Loan Association, the failed 
institution owned by the Clinton’s for- 
mer business partner in the White- 
water real estate deal. 

Link to Madison Guaranty 
That inquiry threatens to draw Mr. 
Hubbell into (he tangle of financial and 
legal issues related to Whitewater that 
are now being investigated by Robert 
B. Fiske Jr., the special prosecutor 
looking into the Clintons' real estate 
dealings in Arkansas and their busi- 
ness relationship with James B. 
McOougal. the owner of Madison Guar- 

^^Mr. Hubbell represented Federal 
regulators in a case against the pnvatc 
auditors who had examined the finan- 
cial condition of Madison Guaranty, 
liie case, which was settled out of 
coon, accused the auditors of failing to 
notify the Government that the institu- 
tion was heading toward collapse. 
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House Democrat Suggests - 
Hearings to Clear Clintons 


By Helen Dewar 

Washn«lan Pom butt Wnirr 

Rep. Lee H. Hamilton (D-Ind.) yesterday 
suggested that congressional hearings on the 
Whitewater affair may be the best course for 
President Chnton. While most Democrats 
contmue to resist such hearings, Hamilton 
said the president “must get all the facts out 
quickly and completety." adding that hear* 
mgs are “one possibility for getting this infor- 
mation out" 

Hamilton, who was House chairman of the 
Iran-contra investigation, said he knows of 
“no evidence that the president or the First 
Lady has done anything wrong" but voiced 
concern that peo^ may think the White 
House is holding back informauon. This, he 
said, is the “worst impression that can be 
created." 

If hearings are held, care must be taken to 
make sure they do not impede the White- 
water investigation of special prosecutor 
Robert B. Fiske Jr.. Hamilton said in a sUte- 
ment. Fiske has urged Congress not to hold 
hearmgs. and many Democrats have said 
none should be held until Fiske's probe is 
complete. 

At the same time yesterday. Republican 
congressional leaders accused the president 
of adopting a “bunker mentality" and pursu- 
ing the “politics of self-destruction" m his at- 
tacks on GOP cntiosm of his handling of the 
Whitewater affair. 

Adding more fuel to the partisan fire that 
Clinton stoked in an angry speech m Boston 
Tuesday night. Senate Minority Leader Rob- 
ert J. Dole (Kan.) and House Minonty Whip 
Newt Gingrich (Ga.) protested that Clinton 
is unfairly blaming thm for his Whitewater 
problems. 

Brushing lightly over the cnticism that 
they have been heapmg on the White House, 
they said it is “inappropriate" and “a bit 
much" for Clinton to expect theur help on 
health care and other issues while making 
what Dole called “blatant pobtical atucks" on 
the GOP. 

If the president thinks Repubbeans caused 
his problems, “then he has a very big prob- 
lem engagmg reality," Gingnch told a news 
conference with Dole. They responded to 
(Hinton's charges that Republican critics are 
“committed to a pobtics of personal destruc- 
tion" in their attacks on him and First Lady 
Hillary Rodham Clinton. 

“The worst thing he’s doing in terms of 
the country and his presidency is not the 
‘pobtics of personal destruction'; it's the pob- 
tics of self-destnicuon." Gingnch said. "It is 
not the pobtics of partisanship; it is the pob- 
tics of self-deception. " 

The president is “losing his cool and his 
temper." said Dole. ‘He was close to the 



SoMloMMrtty Under Itobertl Dele, 
end MeeeetW w ort ty WIilp Newt Qlwgleii te lA ^ 
repe r ter e CBtoiileddodtiwgdtd n lwr _ 

mew u my" on wu H ew t er effelr. 

edge, going a bit too far" in his Boston 
speech. Dole added. 

Having been Republican national chainnan 
at the time of Watergate. Dole said he can 
recognize a White House under siege when 
he sees one. “It*s that bunker mentabty ^t 
surrounds any White House" when things 
start going wrong, he added. 

Dole and Gingrich said hearings are inevi- 
table and suggested they may try to force 
votes on scheduling hearings in both bouses 
if Democrats continue to resist 

While saying they want to be cooperatiue. 
the two Republicans kept raising questkns 
about Whitewater, with Gingrich noting that 
the Clintons appear to be backing away from 
previous assertions that they lost $69,000 
on their investment in the defunct Arkansas 
land development venture. These were Mt 
wealthy people who could ignore such a sum, 
Gbigri^ said. “These are people who took a 
deduction for used underwear^ on their tax- 
es. he added. 

Insisting that they are not being negative. 
Dole and Gingrich said Democrats and Re- 
publicans should be talking issues, not per- 
sonabties. “We'd like to see the president fo- 
cus on the issues. That’s what we're xiy^ 
to do," Dole said. ,,, 

To bolster their argument that they want 
to cooperate with Clinton, they brought a 
large chart reading “Repubbeans Say Yes to 
. . . " a long Ust that included reform of 
health, welfare and immigration laws. "We 
don’t want the pubbe to think all we're doing 
back here is playing pobtics." said Dole. 
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Hamilton opts 
for hearings 
on Whitewater 


was beginmng to show a "bunker 
mentality” and compared it to the 
reaction when President Nixon 
was in the midst of the Watergate 
scandal 

Mr Hamilton, whose comments 
on possible congressional hear- 
ings were first aired duringaradio 
interview in Indiana, said the on- 
going controversy was "affecting 
the president’s agenda." 

Democrats and their staff in 
both the House and Senate, raean- 
vv’hile. seemed relieved that some- 
liody of stature within the party 
had finaUy bolted publicly. "It will 
make it easier now for some of the 
others who have wanted to step 
forward but could not for politick 
reasons.” said a semor Democratic 
leadership official. 


By Paul M. Rodiiguez 
and Jerry Seper 


Rep. Lee H. Hamiltoo. chairman 
of the House Foreign Affairs Com- 
mittee. yesterday became the first 
senior Democrat to publicly open 
the door to congressional hearings 
in the Whitewaier-Madison affair 
The Indiana Democrat and for- 
mer co-chairman of a select com- 
mittee on the Iran-Contra affair — 
breaking with his park’s leader- 
ship — said congressional hear- 
ings could be one way to abate a 
political whirlwind now swirling 
around President Clinton and first 
lady Hillary Rodham Clinton. 

"I know of no evidence Ithatl the 
president or the Hrst lady has 
done anything virrong.” Mr. Hamil- 
ton said in a statement. “I just 
think there is a perception out 
there that the White House ts still 
holding back on information. 

"That is the worst perception 
that can be created.’* he said. 
"Ybu've ^t to move forward with 
information to overcome that, and 
the only way I know to do that is to 
get it all out." 

Mr. Hamilton said "one possibil- 
ity for getting this information 
out" would be through congres- 
sional hearings. “There well may 
be others. Whatever the format, it 
must be in-depth.” he said. 

Joining in the call was Rep. Paul 
McHale. Pennsylvania Democrat, 
who said Congress had a constitu- 
tional responsibility to investigate 
Whitewater-Madison. 

"Embarrassment on the part of 
political figures ought not to be the 
basis for delaying a serious in- 
quiry’ .Mr McHale told the Allen- 
town. Pa.. Morning Call. "Once 
again. 1 respectfully disgaree with 
the leadership of my party ” 
Republicans welcomed the 
comments by Mr. Hamilton and 
Me. McHale, suggesting that the 
GOP call for congressional hear- 
ings on WhitewaterMadison was 
beginning to crack staunch Demo- 
cratic opposition. 

"He’s [Mr. Hamilton) somebody 
who has a lot of integrity and a lot 
of senousness about issues.” said 
House Minority Whip Newt Ging- 
rich. “I think it’s significant. ‘ 

”nie Georgia Republican added 
that Republicans, led by Rep. Jim 
Leach of Iowa, ranking GOP mem- 
ber of the House Banking Com- 
mittee. "have a statutory right to 
have a heanng under the law." de- 
spite opposition from Banking 
Chairman Henry B. Goitzalez. 
Tfexas Democrat. 

"I think to the degree that Chair- 
man Gonzalez stonewalls him i .Mr 


In New Hampshire, Mr. Clinton 
reacted to Mr. Hamilton’s com- 
ments with a curt retort: "That’s a 
discussion he ought to have with 
the special counsel. We have all 
cooperated.” 

The president’s comment came 
after a day of attacks on Repub- 
licans. who he said were conaiim^ 
with -the Whitewater-Madison «- 
fair. During a New Hampshire 
town meeting yesterday, Mr. Clin- 
ton continued a theme he raised m 
an angry speech at a I>emocratic 
fund-raiser in Boston the night be- 
fore. 

“Some of the people who are 
giving me hell in Washington are 
doing it so I cant give you health." 
he calmly told a crowd In Nashua. 
N H 

• Mr. Clinton pounded the podium 
dunng the Monday night Boston 
speech, saying the GOP was ’’com- 
mitted to the politics of personal 
destruction ... an opposition pam 
that just stands up and saj^ ’No, 
no. no. no. no. no. no, no. no.’ ’* 

The tirade prompted Senate Mi- 
nority Leader Bob Dole to suggest 
that the president lighten up. The 
Kansas Republican also offered 
.Mr. Clinton some friendly advice: 
It’s been a long, cold winter 
here m Washington, and maybe the 
weather has made everyone a little 
cranky. But it finally looks like 
spnng is here," Mr. Dole said. "So 
take a few minutes to relax. Go 
outside. Thke a walk. Enjoy the 
sun. 

"Remember that the election is 
over and you won," he said. 

.Mr. Gingrich, who said it was 
self-destructive to circle the wag- 
ons around the White House.”* 
added it was "a very bizarre expe- 
rience to watch an adult walk 
around blaming everybody else 
for what they have done. ” 

"The president made a con- 
scious effort last night to mislead 
the Amencan people, to be dishon- 
est about his problems." Mr. Ging- 
nch said. "I don't remember ever 
seeing an American president as 
out of control emotionally as Clin- 
ton seemed to be last night." 

Mr. Dole and Mr. Gingrich ap- 
peared at a news conference — 
after their floor speeches re- 
sponding to Mr. Clinton's Boston 
remarks — displaying a chart of 
1 1 pieces of legislation supported 
by Republicans that they hope Mr. 
Clinton will join them in passing. 

" It was a nice act in Boston last 
night, but he knows it's not true.” 
.Mr. Gingrich said of the ob- 
structionist charge. 

.Mr. Dole said the White House 


Jeffrey Biggs, spokesman to 
House Speaker Thomas S. Foley, 
said that despite Mr. HamiilDn'k 
stance on hearings the speaker 
still believes Congress should 
avoid interference with White- 
water-Madison special counsel 
Robert B. Fiske Jr. 

"The speaker still believes that 
Congress should accede to the 
wishes of the special counsel" Me 
B iggs said last night 

Mr. Hamilton spoke with sensi- 
tivity to such concerns in his state- 
ment 

"If congressional hearings are 
held. Congress must ffgure out a 
way to conduct legitimate inqu^ 
ies without impeding the special 
counselh investigation," he said. 

’’Conflicu between Congress 
and the special counsel would be 
inevitable," he noted, so "Congress 
must work with and accommodate 
the special counsel to ensure the 
integrity of his investigation.” 

Me Flake is leading a federal 
grand jury investigation of Madi- 
son Guaranty Savings and Loan 
Association and its links to White- 
water Development Corp., an Ar- 
kansas real estate parmership of 
the Clintons: Madison’s owner. 
James B. McDougal; and his then- 
wife. Susan. 

The veteran prosecutor also is 
investigating reports of document 
shreddng at Mrs. Clinton's former 
law firm and the documents as 
well as the death of Vincent W. Fos- 
ter Jr. former White House deputy 
counsel and personal attorney to 
the Clintons. 

Mr. Fiske has asked that Con- 
gress forestall heanngs until his 
inquiry is completed. He has ex- 
press^ concern that hearings 
would jeopardize his work — par- 
ticularly regarding prosecutions, 
should congressional investiga- i 
tors wish to grant witnesses im- 
munity. 

“We’re prepared to commit to no 
grants of immumty.” Mr. Gingrich 
Quid. 

Led by Mr. Leach and Sen. Al- 
fonse M. D' Amato. New York Re- 
publican and ranking member on 
the Senate Banking Committee, 
the GOP has said congressional 
hearings are especially important 
now since high-level administra- 
tion officials have admitted to 
questionable actions since last 
summer’s death of Mr. Foster. 

"The independent counsel has 
no reason to worry about the prec- 
^ent which the Democrats set in 
Iran-Contra — not the Republi- 
cans — and we're very prepared to 
try to hold the heanngs in a way 
which does not in any way impede 
the independent counsel’s activ- 
ities,” Mr. Gingrich said. 


Leach), we may want to have a vote 
on the House tloor in the next cou- 
ple of weeks on whether or not to 
have heanngs. ” Mr. Gingnch said. 


• Frank J. Murray and Ronaid 
A. Ttiylor contributed to this report. 


- 9 ' 





4533 


The Washington Times 
March 16, 1994 


Is he really angiy or just acting? 
Clinton’s composure confounds 

Whitewater questions sparking outbursts 


Frank J. Murray 

WMINMTONTMES 


NASHUA, N.H. — President 
Qinton’s angxy outbursts have be- 
come so frequent, particularly on 
the Whitewater-Madison affair, 
that questions have been raised 
about whether they are staged to 
divert attention from the main 
event. 

Some White House officials and 
reporters he has confronted up 
close are convinced his ire is genu- 
ine, if not out of control, but Mr. 
Clinton says he'ii faking anger on 
Whitewater, which other reporters 
suspect is true 

At a Sl,00b-a-plate fund-raiser 
in Boston Monday night, the pres- 
ident lashed out at Republicans in 
a lectern-pounding denunciation 
near the end of a rambling. 18- 
minute speech. *'No, no. no, no. no, 
no, no, no, no,” he said, thumping 
the podium with each syllable. 

**He was really, really angry,” 
said one reporter 

”It was all show. He was slow, 
measured, calculating," said an- 
other veteran White House jour- 
nalist 

Assessments on whether Mr 
Clinton’s public displays of anger 
are bona fide fits or political the- 
ater are complicated by the pres- 
ence of television. 

Mr. Clinton often bangs the po- 
dium. which seems a smaller ges- 
ture to those in a room than to TV 
viewers with sound magnified by 
a microphone. 

And reporters who cover him 
regularly know the key phrase 
that supposedly summed up his 
anger Monday night — charging 
the GOP with the “politics of per- 
sonal destruction" — is a line the 
president has used more than once 
when he was calm. 

The issue is further compli- 
cated by an incident in the Oval 
Office Saturday, when one of two 
Knighi-Ridder reporters changed 


the subject from jobs to the 
Whitewater-Madison controvei^ 
IS minutes into an interview with 
the president. 

. Though Mr. Clintoa knew he 
would asked about the matter, 
his face reddened as he stood and 
made a scene for five minutes, de- 
nouncing both reporters along 
with press coverage in general and 
the RepubUcan Purty. He then had 
them ushered out without even the 
ritual handshake. 

"Visibly aptated and eyes bulg- 
ing, the president waggl^ a fin- 
ger in admonishment," Robert 
Rankin wrote of Saturday'!i epi- 
sode. Yesterday in a brief inter- 
view. Mr. Ranldn said, "By the end, 
he had gone beyond calculated an- 
ger into really being worked up." 

That is what some reporters be- 
lieve happened Monday night, that 
Mr. Clinton stirred himself up so 
much he lost control 

“That’s my feeling, just my 
sense, that it*s the real Bill Clinton 
emerging, espedally in a room so 
politically charged," CNN White 
House correspondent Wolf BUtzer 
said. 

“ I see that people perceive it dif- 
ferently, but 1 see exactly the kind 
of performance I'd expect in a po- 
litical setting with balloons and 
band and confetti in a room deco- 
rat^ like a mini-convention hall," 
veteran Associated Press writer 
Ibrn Raum said. 

A White House aide insists the 
anger is real. "It was warranted, 
too. . . . Tb him. the presidency is 
not a forum for national discussion 
(jf things that happened to him 16 
years ago," the aide said on con- 
dition of anonymity. 

Mr. Clinton said yesterday he 
really was not angry Monday 
night “I wasn’t I was happy," he 
said as he took a break from shak- 
ing hands at a political visit yeeter- 
day. 

“What I said last night. I was not 


angry. I am determined. That was 
a deliberate — I wanted to tell 
those people how I felt," Me CUn- 
too said of giving Boston Demo- 
crata their money’s worth at the $1 
million fund-raiser. 

• On the night his buddy Webstar 
Hubbell resigned under fire as as- 
sociate attorney general, Mir Clin- 
ton accused Republicans of 
blocking legislation on health 
care, welfare, unempli^ment, 
crime, campaign Hnancing and 
lobbying. 

"Why then are we confronted in 
this administration ^vith an opposi- 
tion party that just stands up and 
says, *No, no. no. no, no. no, no, no, 
no?’ " he said, as his face reddened 
and jaw clenched. 

Presidential adviser George 
Stephanopoulos said Mr. CUntm 
can tone down his heated rhetoric 
whenever he wants to. “You need a 
mix," said Mr. Stephanopoulos, 
brushing off suggestions the pres- 
ident loses his temper. 

Although Mr Clinton only hints 
at it, an official who asked nottobe 
identified said bluntly there is a 
belief at the White House that the 
press and Republicans are in 
league on Whitewater-Madison. 

The president “gets angry at 
anything that is a preoccupation 
with matters other than governing 
the country^’ the aide said. 

Other displays of the Clinton 
temper include his outburst at 
ABC’s Brit Hume during the an- 
nouncement of Ruth Bader Gins- 
burg’s Supreme Court nomination; 
a golf course incident in Little 
Rock. Ark., when he criticized a 
press office employee for letting 
reporters get too close; his shout- 
ing at an aide in Hilton Head. S.C., 
almt a TV microphone he found 
intrusive; and his scolding an aide 
at a District housing project for 
not inviting Mayor Sharon Pratt 
Kelly and D.C. Delegate Eleanor 
Holmes Norton to join him on a 
porch. 
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Campaign 
tactics not 
the answer 


By Donald Lambro 
•Me 'm^»maroN riues 


President Clinton’s latest, 
all-out attack on the Repub- 
licans. blaming them for his 
potitical troubles in the White- 
watei^Madisoa affiidr« is not 
working the way it did in his 
1992 camp ni g w 

Wifo his job-an>roval and 
public-trust ratios sinking, 
the presi- 


dent is find- 
ing out that 


NEHS 

A m.T A um ou( dial 

AINADfSIS the political 

— — skills 

needed to win elections are 
not those needed to govern 
and that Whitewater is not go- 
ing to be managed in a cam- 
paign-style “war room/* 

“They are still in this ciun- 
pai^ mode where they are 
trying to figure out who they 
attack next,” a Republican 
Party strategist said. “That 
may work in a campaign but 
not in a situation where you 
have an ongoing grand jury in- 
vestigation.” 


Republican and Democrat- 
ic political analysts say Mr. 
Clintona latest counterattack 
strategy cannot work for 
these reasons: 

• The news media, not the 
Republicans, are largely re- 
sponsible for raising a num- 
ber of unanswered questions 
and fueling the detote over 
the Clintons' involvement In 
the Whitewater real estate 


deal and the related failure of 
Madison Guaranty Savings and 
Loan Association in Little Rock. 

“The Democrats have this 
fraudulent defense that it'd all be- 
ing stirred up by the Republicans." 
Republican National Chairman 
Haley Barbour said. “When The 
Wishington Times. The Washing- 
ton Post and the New York Times 
dig all this stuff up. they cant say 
it's Republicans." 

• The sharp political attacks on 
Republicans launched Monday 
night by the president and over the 
weekend by Democratic National 
Chairman David Wilhelm came 
across as excessive and unfair. 

Mr. Wilhelm’s personal attacks 
on the president’s GOP critics, in- 
cluding Senate Minority Leader 
Bob Dole, whom he called a “tax 
cheat.” were immediately rebuked 
by Democratic leaders. 

House Speaker Thomas S. Foley 
of Washington indirectly crit- 
icized Mr. Wilhelm Sunday, saying, 
T dont agree with any character- 
ization of Bob Dole that doesn’t 
hold him in the highest esteem." 

Senate Majority Leader George 
Mitchell of Maine said. “I don’t 
think [Mr. Wilhelm's statement) 
contributes to the dialogue." 

"It’s very, very hard to attack the 
credibility of Republicans like” 
Rep. Jim Leach of Iowa, who has 
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been demanding full congres- 
sional hearings, a senior Demo- 
cratic Party official said. "He is 
held in a great deal of respect on 
both sides of the aisle." 

• Mr. Clinton’s outburst Monday 
night at a Democratic fund-raiser 
in Boston, where he attacked Re- 
publicans for his growing prob- 
lems. "only feeds the controversy 
even more. ” said a veteran Demo- 
cratic Party official who did not 
want to be identified. 

“Why then are we confronted in 
this administration with an opposi- 
tion party that just stands up and 
says, ‘No, no, no. no, no, no, no, no. 
no.’?” Mr. Clinton said in an angzy, 
po^um-pounding attack on his 
GOP critics. 

But that kind of political attack 
in response to Whitewater ques- 
tions was seen even by some 
Democrats as harmful to the ad- 
ministration. 

“You cant have a strident coun- 
terattack for every piece of news 
diat comes uponWhitewateif said 
a former Democratic national 
chauman who did not want to be 
named. 

• The president and his wife, 
Hillary Rodham aintoo,have sent 
a mix^ message on WUiBwater 
that “only seems to confuse people 
even more," a Democrat said. 

While the president was attack- 
ing Republicans in Boston, his 
wife was in Denver acknowledging 
that “mistakes were made” in the 
Gintons* handling of the White- 


water matter. 

Democratic Party sources yes- 
terday were reluctant to go on the 
record in their criticism of the 
way the White House has handled 
the Whitewater affair. But pri- 
vately they were shi^ly critical 
of Mr. Clinton’s political strategy, 
and many said the president faces 
mounting pressure within party 
circles to add more experienced 
Democratic hands to his staff to 
get control of the situation. 

When he was under attack from 
Republicans in his presidential 
campaign, Mr. Clinton followed the 
strategy that the best defense was 
a good offense, and his campaign 
staff became adept at rapid-fire 
responses to keep his critics at bay. 

Although that kind of tactical 
political response was effective in 
his 1992 campaign and in some of 
his legislative battles on Capitol 
Hill, it has not worked for him in 
the Whitewater-Madison affair. 

At times the president also has 
strayed to adjust to the rules of 
legislative warfare. Last year 
when Senate Republicans were 
hifVTkin g his cconmnic stimulus 
bUL he said in frustration, “I didn’t 
come here to get up every day and 
fight with the Republicans.’’ 

Me Dole and House Minority 
Whip Newt Gingxich of Georgia, 
who are skilled political fighters, 
yesterday continued to press GOP 
demands for congressional hear- 
ings on the affeir 


Commercial banks earn 
a record $43.4 billion 


ASSOCIATED PRESS 

The nation's commercial banks 
earned a record S43.4 billion last 
year, far surpassing the old record, 
and a top register said the indus- 
try's prosperity should continue 
this year. 

“It*^ very difficult to anticipate 
another record year, . . . but I think 
we’ll see earnings remain very 
solid.” said Andrw C. Hove Jr, 
acting chairman of the Federal 
Deposit Insurance Corp. 

The FDIC said yesterday that 
1993 earnings marked a 36 percent 
improvement over the previous 
record of S32 billion, set in 1992, 
which was a 79 percent increase 
over the S17.9 billion earned in 
1991. 

In the fourth quarter, earnings 
totaled SI 1.1 billion, just shy of the 
S11.S billion record set in the third 
quarter. 

Analysts said banks could an- 
Ucipate another good year in 1994 


but in the long term, they face stiff 
competition from mutual funds 
and other non-bank rivals. 

“They’re eating the lunch of lots 
of banks, stealing their depositors 
. . . and stealing their loan custom- 
en with better rates and better 
service and more interesting 
products," said David C. Cates, 
chairman of Ferguson & Co., a con- 
sulting firm. 

But 1993 was an extraordinary 
year for banks by almost any mea- 
sure. Ninety-five percent of all 
banks reported profits, the high- 
est share since 1980, and two of 
every three banks improved over 
1992. 

Return on assets, a standard 
measure of profitability, hit 1.21 
percent, topping 1 percent for the 
first time since the FDIC began 
operating in 1934. 

Loan losses totaled S17.S billion. 

the lowest in six years. 


// 
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Arkansas Ties 
Are a Drawback 
for Nominees 

■ White House: Officials are looking'for 
candidates to replace Hubbell at the Justice 
Department but want to avoid the 
appearance of cronyism. 

By PAUL RICHTER and RONALD J. OSTROW 
TIMES STAFF WIITERS 

W ASHINGTON— One day afier Associate Atty. Gen. 

Webster HubbeU’s surpnse restgnauon. Administn- 
Uon ofHcials Tuesday began searching for a replacement 
who lacks a certain credential that a year ago might have 
won the job: home-sute ties to the President and First 
Lady. 

Amid Hubbell's departure on ethics accusauona and the 
uproar over the Whitewater affair. Administration officials 
virtually ruled out candidates who might reinforce accusa- 
tions that the Clintons had sought to run Washington with 
a core of Arkansas friends. 

“It goes without saying that anything that smells of 
cronyism is out of the question.” one Justice Department 
source said. 

As the search began, it was also clear that the choice for 
the department's No. 3 post would have special signifi- 
cance. 'The back-to-back resignauons of Hubbell and 
Bernard Nussbaum. the White House counsel, amid 
allegations of ethics violations have made it imperative 
that the replacement underscore the Administration’s 
commitment to choosing officials of unquestioned integrity. 

The choice is also significant because of the unusually 
important poUtical role the Jusuce Department has played 
in an Administration that has sought to appeal to a broad l 
spectrum of Amencana on such issues as crime, civil rights, 
immigration and environmental protecuon. 

In addition. Reno's top lieutenants must be prepared to 
uke on extra managenal duties because Reno, an unusual- 
ly high-profile attorney general, is so often out of town. 
"This is a delicate job in a crucial agency.” one Administra- 
tion officul said. 

T he Administration cannot waste time on the choice. 

The Justice Department has been hobbled since the 
beginning of Clinton’s presidency by a lack of top-level 
appointees. Only now is it getting in place its deputy 
attorney general and its assisuni attorney general for civil 
rights. 

Reno will “want to fill it promptly so the department is 
not criticized for failing to fill yet another key post." one 
Justice official said. 

Hubbell. with close personal and professional ties to the 
Clintons, announced Monday that he would leave because a 
fight with former law firm partners over disputed billing 
practices was distracung him from his job. 

While the search for his replacement is still in its earliest 
stages. Administration officials said they expect the 
candidates to include some within Justice. Among the 
insiders, officials said, would be Jo Ann Harris, the former 
New York attorney and professor who heads the depart- 
ment's criminal division, and Charles F.C. Ruff, who has 
held positions as a Watergate prosecutor. U.S. attorney and 
senior Justice Department official. 

Hubbell's selection was made by the White House 
because it came before Reno was nominated. But this 
nomination will be different. Knowing Janet. I assume 
she’ll want a lot to do with (the choicej." said one senior 
Administration official. 


The associate attorney general's post has responsibility 
for such areas as tax law violations, antitrust, environ- 
mental law. civil rights, immigration and naturalization 
and the administration of prisons. 

The job. created in the 1970s. has had ups and downs in . 
influence. In the early 19S0s the post was powerful in the 
hands of Rudolph W. Giuliani, who is now New York’s 
mayor. But in the Bush AdministraUon. Atty. Gen. Dick 
Thornburgh moved toward abolishing it and left it unfilled. 

Under Reno the position rose again in influence That 
was partly because of Hubbell's ties to the Clintons and 
their White House organization, and partly because of the 
need for a strong manager. Reno, with high confidence in 
Hubbell. had expanded the job's scope to include, for 
example, budget responsibility. 

"He wu the tail that wagged the dog." said one career 
Justice Department official who dealt regularly with 
I Hubbell. Reno "loses a great deal of ballast with his 
departure." 

T he appointment now may be less crucial in assuring 
that the often more moderate White House viewpoint 
IS heard when the outspoken attorney general strays from 
the Administration text White House officials believe that 
they have managerial skill and political acumen with the 
appointment of Ronald A. Klain. a former White House 
lawyer who last month become counselor to Reno. 

Harris. GO. was in private practice in New York City and 
a law professor at Pace University School of Law before 
she was nominated last September to head the criminal 
division. She was a journalist for H years, then worked at 
the Justice Department from 1974 to 1963. first as an 
assistant U.S. attorney in New York, then as chief of the 
criminal division's fraud section. 

Ruff. 54. worked for the Justice Department in a series of 
posts from 1973 to 1982. including acting deputy attorney 
general and U.S. attorney for the District of Columbia. He 
went into private practice in 1982 in Washington. 

He had been considered for the attorney general's post 
by the Clinton White House but was passed over after he 
disclosed that he had belatedly paid social secunty taxes 
for a housekeeper who was over 65. 

That disclosure came after Zoe Baird. Clinton's first 
choice for attorney general, asked that her nomination be 
withdrawn because she had knowingly employed illegal 
aliens in her household, and had failed to pay their social 
security taxes. 

Ruff was considered again for the deputy's post in 
January, after Philip B. He 3 rmann resigned, because the 
Administration agre^ that failure to pay the taxes should 
not be disqualifying as long as the individual had 
eventually made good his obligation under the law. 

Reno “has such high regard for him." a Justice 
Department official said. 

On Capitol Hill. Rep. Lee H. Hamilton (D-Ind.) on 
Tuesday became the first Democrat to call for congression- 
al heanngs on Whitewater, saying public exposure of "all 
the facts” is probably the only way now that the White 
House can clear up the percepuon that “it may be holding 
back informauon” about the first family’s investment in a 
failed real esute development in Arkansas when Clinton 
was governor. 

Times staff wvftsra NHdiasI Ross In Washington and OavM 
Lmitor in Nashua, N.H.. contrlbotod to tMs story. 
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Can’t Have It Both Ways 

If you take the high profile, you can*t expect to duck the tough questions 


First Lady Hillary Rodham Clinton 
holds no constitutional or appointed 
office, but she has vastly expanded 
the traditional role of a President’s 
wife. The scope of her public duties 
no doubt has heightened the furor 
surrounding the quesuons about her 
role and judgment years ago in a real 
esute deal called Whitewater. Mrs. 
Clinton has begun to selectively ad- 
dress media inquiries about White - 
water. She needs to do more. 

There’s no question that Mrs. Clin- 
ton IS a professional of high standing 
and credentials. Hillary Rodham 
Clinton, a graduate of one of the 
nauon’s top law schools and a deeply 
knowledgeable student of public poli- 
cy, is in many ways an enigma to 
America. She both dazzles and puz- 
zles. Her sterling command of health 
care issues and the President’s health 
care plan before Congress last year 
was truly impressive; that image 



Clinton; Fielding the questions now. 


clashes so with last December’s photo 
spread in Vogue magazine featuring 
.Mrs. Clinton in movie -star -like poses. 
Similarly, her quest for privacy, in- 
cluding her onginal foot-dragging on 
the Whitewater matter, has clashed 
with her high-profile activism. 


Her assignment to such big policy 
issues as health care reform has 
placed her in a gray area of govern- 
ment. with ill -defined duties, respon- 
sibilities and accounubility to the 
public. That fuzzy role, extending far 
beyond the past conventions of a 
Fim Lady, makes her an easy target 
for political cntics and rough ques- 
tioning by the media. Having said 
that, it must also be said that she can’t 
have it both ways: the big issues and 
the big influence on the one hand and 
immunity from scrutiny on the other. 

If Mrs. Clinton is going to play the 

Washington game, she has to st^ up 
and take the fastballs from the people 
and the press. She has to do more of 
what she has started to do this week: 
answer the questions, even hostile 
ones. Otherwise Hillary Clinton may, 
by ducking the hard questions, lose 
her credibility in staking out the 
tough issues. 
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Dem breaks Whitewater 


ranks 


Hamilton 

suggests 

hearings 

By Leslie Phillips 
USA TODAY 

The Danocntic flreindl put 
up to contain the Whitemaer 
aflalr was braaclied Ihesdiy 
hy a prominent rnngrrwlnnal 
Democrat who sugpmted llfla^ 
logs would provide the facts 
**<iuickly and completely.’* 

Rep. Lee Hamiltoo, D-Ind., 

chairman of the House PoielaB 
AHairs committee and fonner 
oochairman of the 1086 Iran- 
contra hearing, issued a state* 
ment saying hearing were one 
way to dear up conftoloo. 

**When the agenda of a presi- 
dent is clouded by allegsltons 
such as those concerning 
Whitewater." be said, *T think 
it is impoftant to get all the 
tacts out as quickly as poadMe 
to overcome this p erception" 
that the White House may be 
withholding Infonnatloa. 

’ "One possibUlty for getting 
this infonnation out would be 
through congressional hear- 
ings. There may well be oth- 
ers." Hamilton said. 

Pr esident Q inton. in Keene 
N.H., ezpresMd his disapprov- 
al of Hamiltan’s suggrartnn: 
"Thafs a discusBioo he ought to 
have with the special oounaeL 
We’ve cooperated." 

At issue are the complicated 
ties between the Olmons. the 
tailed Madison Guaranty Sav- 
ings & Loan in Arkansas, the 
Whitewater land venture it’s 
tied to and concerns of possible 
White House interference in a 
federal probe of Madisoa 
Special counsel Robert 
Fbke bas pleaded with Con- 
gress to delay hearings until 
he’s had an opportunity to 
quesdoo key witnesses triL 
Rankiiig Republicant on the 
Senate and House banking 
committees — Sen. AlfOnse 
D’ Amato, R-N.Y., and Rap. 
James Leach. R-Iowa — 
agreed to hold off and said they 
would not grant immunity to 
witaesaes^ so as not to JeofMr- 
dire future legal proceeding. 

The House Banking commit- 
tee has a March 24 hearing on 
the federal regulation of tailed 
savings and loans nadonwlde. 
Meanwhile: 

^A taderal grand jury in 
Washlngtqn hears testimony 
Thunday from White House 
and Tteasuiy ofkials subpoe- 
naed about their meetings 


about a probe of Madison. 

Lawyers for White Houae 
depuQf chief of staff Harold 

Ickes say he’s scheduled to tea- 

diy. Time permitting Depuw 

Tnasuiy Secretary Robert AIIp 
man may testify as welL 

► Rose Uw Firm senior 
partner PhiUtp CatroU^ denlei 
bis Arm is on die fb^ 

"There is abiointely no taMD 
nal combuidan hare,’* he aid 

In an httrvlew ftaMB 
rtewiServfai,tte^ateAe> 
aodate Atioraey Geosnl Web- 
star HubMlraBigBi^ 

of a baung 6SapMt with the 
arm. where he and Hillary 
Rodham Qinton were once 
pa r tne rs . 

"We’re as solid M weVe ever 
been. We’re not eqjoying thig 
but we know that the people 
who know us best are stUl with 
us. and I believe that” 
b>aaytoo Lindsey, one of 
two couriers who says he 
shredded Whitewaterrelated 
documents at Rose Law Firm, 
goes before the grand Jury to- 
day in Little Rock. 

► In an interview with Reu- 


ten news agency, former Mad- 
isoa owner James McDougai 
said he would hold a news con- 
ference in two weeks to enm- 
erate President Olntoo "totally 
and abaotaitely" of any wrong- 
doing Be did not eiaborat& 
RepubUcant, meanwhilg re- 
sponded to Qinton. who Moo- 
wailed their party as 
"oommitted to the poUdCi of 
peraonal dmtruction.” 

"It was a nice act In Boaloa 
IW oight but be knows ire not 
true.” said House Minority 
Whip Nbwt Ginplch, R-Ga. 

He and Senate Minority 
Lender Robert Dole. R-Xeaw. 
named wefBl bUlS RcpuMl- 
cus helped paag inchidiiig the 
North Americui Ffee Trede 
AgreemenL 

Dole offered thii advice: 

"ire been a kng cold winter 
here in WbshlotfoiL and may- 
be the weather Jias made ev- 
eryone e little cranky, taitltff- 
ntUly looks like spri^ is here. 
So take a few mmutes to relax. 
Go outride. Thke a walk. .. . 

"Remember that the elec- 
tion is over and you won." 


BANK PROFITS: The natlaa*i lgtS7 commercial 

banks earned $11.1 billion the fourth quarter. ThaTs their 
second-best quarter ever and up from $7.8 billloo a year 
earlier, the Federal Deposit Insurance Corp. sayg For 1993. 
banks bad record earnings of $43.4 bUlioo, shattering 1992’s 
record by more than a third. Acting FD!C Chairman 
Andrew Hove said bank earnings will continue strong this 
year but probably wont set a record. 


/!9<n 
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A tough time staying the course 


I By Bill Nichols 

. USA TODAY 

i NASHUA N.H. - As tali- 

I out from the Whitewater af- 
fair continues to swirl around 
the White House daily, irt al- 
most as if there are two Pres- 
ident Clintons, 

One, who showed up here 
Tuesday at a town meeting at 
Elm Street Junior High 
school and later at smps in 
Keene, N JL, and Fort Drum, 
N.Y„ dutifully foUowi the 
White House strategy ~ plow 
ahead, stay on message and 
don’t seem rattled by White- 
water and its tentacles. 

The other BOl Qlntao, de- 
spite his comment last week 
that *700 cani be a very good 
president if you're consumed 
with bitterness," s eems , if not 
consumed, at least Increas- 
ingly bitter and angry about 
the fUB over Whitewater. 

Qinton's tirade Monday 
night in Boston at a Demo- 
cratic Puiy fuad-raber la 
which he exploded about 
GOP “politics of personal de- 
struction” is one of the grow- 
ing signs hb legendary tem- 
per b getting in the way of 
White House damage control 
Tuesday momiog be In- 
sisted to reporters he wasn’t 
angry at the Boston event, de- 
spite slamming the podium 
and shouting the word ““No" 
nine times by way of saying 
that's ail Republicans have to 
say about important issues. 

"I was happy . . . I was ooC 
angry. I was determined," 
Ginton said. "I wanted to te^ 
those people bow I felt" 
Senior adviser George Sie- 
phanopoulos defended the 
outburst Those were Demo- 
crats and it's time to say that 
there is a lot of bull." 



Bf Qm Amandota. AP 


KT HOME: President dnton shakes hande along Main Street in Keene, N.H.. on Tuesday. 
Clmon stopped in Keene and toured a nacroprindng plant after a town meeting m Nashua. 


But Qininn, at the end of a 
bog day Monday In which 
bb friend Webster HubbeU 
had been forced to resign 
from hb Na 3 job at the Jus- 
tice Department, looked ooc 
only angry, but absolutely fu- 
rious. as he did to two Knight- 
Rldder reporters last week- 
end when he stormily ended 
■n Interview after Whitewa- 
ter came up. 

And that is precisely what 
White House poUtical hands, 
already frustrated that 
Whitewater all but overtook 
Ohuon's three<lay trip, don't 
want as they plan a lon^rm 
Whitewater strategy. 

Instead. Ginton aides want 
events like the one here, in 
which Ginton. away from 
WiBShington and in front of an 
adoring crowd, can talk 
about issues, while average 


citiaens blast media preoccu- 
pation with Whitewater. 

Here, they got both 
themes. Clinton held forth for 
over an hour on health care, 
foreign aid, nattonal service 
and deflcit-reductlon and 
only obliquely — and calmly 
— referred to Whitewater. 

Clinton said that he long 
ago developed a respect for 
New Eoglaod-style town 
meetings because. "They 
were so dUferent from the 
tenor and tone of poUtical de- 
bate and dbcussion In the na- 
tion’s capital. My guess b 
they still are." 

In turn, some participants 
chided the media and GOP 
for focusing on the longago 
Arkansas land dealings and 
concerns of White House in- 
terference with federal regu- 
lators probing Whitewater. 


Betty Wlnberft 68. of Nash- 
oa, prefaced her question on 
mental health benefits by 
teUingOinton, to a sur^ of 
applause: "Whitewater is for 
canoeing and raftix\g. Shame 
oo those who would detract 
and distract from the impor- 
tut work you’re doing." 

Another questioner urged 
Clinton not to let Republicans 
give him a bunch of rhetoric, 
because they're just running 
for offlce. 

"Bless you." said Clinton, 
adding to reporters later: 
Tou heard from a lot of wise 
people In there." 

In Keene, where Ginton 
toured a microprintiog com- 
pany and the town square, he 
told reporters asking White- 
water questions: "You guys 
didn’t learn anything from 
the town hall meeting” 
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Banks Set Record in ’93 
As Profits Surged 36% 


By BARBARA A. REHM 

i WASHINGTON — The 
commercial banking industry 
i soared past its previous annual 
earnings record in 1993, posting 
$43.4 billion in profits, the Fed- 
eral Deposit Insurance Corp. re- 
pcMted Tuesday. 

That was 36% more than the 
$32 billion record set in 1992. 
The industry's good fortune was 
due mainly to lower loan-loss re- 
serves, higher noninterest in- 
come, and increased net interest 
income, the FDIC said. 

Profits in the fourth quarter 
totaled $11.1 billion, just shy of 
the quarterly record of $ 1 1.5 bil- 
lion set in the September quar- 
ter, but up from $$7.8 billion in 
the fourth quarter of 1992. 

Aggregate ROA Tops 1% 

The aggregate return on assets 
for 1993 was 1.21%, the first 
time since the FDIC was created 
that annual ROA exceeded 1%. 

I thmk bank earnings will 
I continue to be strong," predict- 
ed acting FDIC chairman An- 
I drew C. Hove Jr. “I don't think 
I it's very likely that well see an- 
I other record in '94. However, a 
year ago ... 1 didn't think we'd 
have a record in '93 either." 

For the first time, the number 
of commercial banks fell below 
1 1 ,000. The consolidation was 
driven by 483 mergers in 1993. 

And fewer new banks are be- 
ing opened. Only 59 new char- 
ters were issued last year, the 
fewest since 1953. 



Staffing at the 10,957 com- 
mercial banks, however, in- ^ 
creased. At the end of the year, 
1.49 million people worked for ! 
commercial bank^ up from 1.47 
million at yeaiend 1^2. 

Total assets grew by $200 bil- 
lion in 1993, to $2.09 trillion, 
the largest annual increase since 
1986. 

All major loan categories grew 
in 1993, with the exception of 
real estate development. Com- 
mercial and industrial loans in- 
creased for the first time in four 
years, gaining 0.5% to $539 bil- 
lion, the FDIC said. 

Investment securities in- 
creased the most, rising $63.7 
billion in 1993. Real estate loans 
increased $54.3 billion, consum- 

See next page 
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Bank Earnings Up 36% Last Year 


ContlniMd from paj(e / 
er loans S33.7 billion. 

Reversing a trend, loan 
growth outstripped securities 
holdings in the last three quar- 
ters of 1993. In all but one of the 
nine previous quarters, banks 
invest^ more money in securi- 
ties than they lent out 

The list of problem banks 
comprised 426 with $242 billion 
in assets, down from 787 banks 
with $408 billion in assets at the 
end of 1992. 

In dollar terms, troubled as- 
sets are at their lowest level since 
the end of 1986, totaling $39.7 
billion at yearend 1993. 

Noncurrent loans and fore- 
closed real estate had the largest 
quaneiiy decline ever in the 
fourth quarter, falling by a com- 
bined $11.1 billion. Troubled as- 
sets peaked at 3. 19% of total as- 
sets in the second quarter of 
1991 and now are down to 
1.61%, the FDIC said. 


I ROAS^tsaRMord 

I Return on average assets for 
; the banking indusuy 
' i . s »^ ^1 
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Loan-loss provisions in 1993 
fell 36% to $ 1 6.6 bUUon, the low- 
cst annual total since 1984. Re- 
serves in the fourth quarter to- 
taled $3.8 billion, 40% less than 


the $6.4 billion reserved in the 
same period of 1 992. 

The FDIC reported that non- 
interest income in the fourth 
quarter hit $75 billion, up $3.3 
billion from the third quarter 
and up $9.3 billion on the year. 

Net interest income was $36 
billion in the fourth quarter and 
$139 billion on the year, up $6 
billion from yearend 1992. In- 
terest margins narrowed 
throughout 1993, but the FDIC 
said banks are earnings more off 
higher-yielding loans. 

In 1993, equity capital grew 
$33.4 billion - the lar^t annual 
increase ever. Equity capital 
rose above 8% of total assets for 
fint time since 1983. 

About $3 billion of the fourth- 
quarter equity increase of $8.2 
billion was atthbuuble to the 
new accounting rule that re- 
quires banks to include unreal- 
ized pins or losses on certain se- 
curities in capital □ 


OTS Approves Purchase by First Midwest 

STORM LAKE, Iowa — First Midwest Financial Inc. said 
that the Office of Thrift Supervision has approved its merger 
with Brookings Federal Bank in ^uth Dakota. 

Stockholders of $161 million-asset First Midwest also have 
approved the merger. 

Brookings Federal is a subsidiary of $73 million-asset Com- 
munity Financial Systems Inc. 

First Midwest will pay about $31 a share for the 333,513 
outstanding shares of Community's stock, which includes 
stock options to be exercised at the close of the merger. 

Steven P. Myers, president and chief executive of Brookings 
Federal, will b^ome president of the Brookings Federal divi- 
sion of Fint Federal Savings Bank of the Midwest 

Profits Down at Va.’s Caroline Savings 

BOWLING GREEN, Va. — Caroline Savings Bank said it 
earned $362,863, or $4.13 a share, in 1993, compared with 
$394,053, or $4.48, the prior year. 

For the fourth quarter, the $36 million-asset bank earned 
$70,947, or 81 cents a share, compared with $65,707, or 75 
cents, a year earlier. 

William R. Southworth, president of Caroline Savings, said 
new account!]^ rules adopted by the bank last year reduced 
per-share earnings by 9 cents in 1993, and by 12 cents in 1992. 
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Interstate Banking 


By Greg Wilson 

Cynics arjjue that the interstate bank- 
ing bills now wending their way through 
Congress are trivial because they only be- 
latedly recognize reaUty. After all. Bank of 
•America, NationsBank. Banc One. CiU- 
corp. Chemical. First Interstate and many 
other bank holding companies already 
have major subsidiaries in multiple states. 
Many of these institutions are on the verge 
of becoming truly national organizations 
without any legislative help. 

Indeed, banks have already seen some 
of the economic efficiencies of nationwide 
banking, despite the lack of regulatory re- 
form. Employment by U.S. depository in- 
stitutions over the past 10 years has de- 
clined 25‘Tc, to about 1.4 million from 1.8 
million. As a result, bank productivity as 
measured by assets per employee has 
nearly doubled to S2.6 million per em- 
ployee from S1.4 million per employee. 
Much of these gains have resulted from 
consolidating banks, savings and loans 
ind savings banks through interstate ac- 
quisitions that are currently allowed. 

So why bother legislating what is al- 
ready common practice? Because what 
we ve seen so far is just the start of the 
savings that will come from real reform. 

A recent McKinsey & Co. study for four 
well-managed regional banks found th.it 
the annual costs of interstate banking uii 
cler today s cumbersome regulator>- stnic 
ture can range from 0.57o to almost I' : of a 
'•ompany s noninterest expenses. Elimi- 
nating these costs under a nationwide 
banking scheme could save multistale 
banks anywhere from S2 billion to $4 bil- 
lion over five years. And these savings, in 
rum. are dwarfed by those that will come 
irom the nationwide consolidation of oper- 
itions. 

Boosting Service 

Customer service could also improve 
flr.imatically if both houses of Congress 
lollow the lead of their Banking C!ommit- 
tees and pass the interstate banking legis- 
l.ition. .Sen. Christopher Dodd (D.. Conn i 
lias noted that liU million Americans live m 
metropolitan areas that cross state lines. 
Another four million commute each day 
across stale lines. They and countless 
Americans who travel daily are deprived 
of service by truly national banks because 
of restrictive laws with no counterpan in 
the rest of the industrialized world. 

Enacting the interstate banking bill will 
not only make basic financial services 
more convenient and more price competi- 
tive. but will also make a broader array of 
services -from new annuities and mutual 
funds to an expanded loan menu-avail- 
•ible to customers. 

More broadly, nationwide banking is 
good for the U.S. economy. It will facilitate 
the free flow of capital to the highest value 
return -the most efficient use of re- 
sources -and encourage the creation ot 
strong, financially stable financial sen ire 
providers across regions. Any final l.iw 
also must provide for full national treat- 


ment for foreign banks that serve U.S. cus- 
tomers. 

Consumers and businesses in Texas 
and New England can tell you what local 
economic downturns mean for the conduct 
of their financial affairs. Geographically 
constrained banks can fail and basic fi- 
nancial services can become disrupted, 
with negative consequences for the real 
economy. These conditions are only exac- 



Under today*s cumber- 


some regulatory structure, 
the costs of interstate banking 
range from 0.5% to 1% of a 

company's noninterest ex- 
penses. Nationwide banking 
I otild save S2 billion to S4 bil- 
lion over five years. 


r-rbated by the Great Depression-era re- 
Ntnciions on interstate banking, which 
prevent strong, diversified banks from 
lending their capital strength across re- 
gions in times of financial need. 

A recent study by the Federal Reserve 
Hank ol Boston shows the unfortunate re- 
sults of not having had full interstate bank- 
ing m Sew England. According to Boston 
K#*d President Dick Syron. the economic 
>hock to .New England in recent years 
.vniiid h.ive been less severe if regional 
ii.inks h.id been better diversified across 
vtate lines. 

Moreover, all of the top federal banking 
regulators have testified repeatedly that 
nationwide banking reform would help to 
diversify institutions geographically and 
ninsequenily help to lower their individual 
risk profiles. Former Federal Deposit In- 
surance Corp. Chairman Bill Seidman 
views nationwide branching and banking 
reform as a good way to reduce the risk of 
potential loss to the FDIC and American 
t.ixpayers. 

The benefits will be especially great for 
business. Occidental Petroleum Co., a For- 
tune 100 corporation, has testified before 
Congress that it expects to save T> to 4'J 
on Its total banking costs because of na- 
tionwide branching benefits. The trea- 
Miries of all U.S. companies will benefit 
from a reduction in fees that will come 
from rebidding business based on a na- 
tionwide or expanded regional basis and 
Inducing the number of Iwinking relation- 
'hips. 


Now 


Will nationwide banking pull deposits 
out of small rural communities with a gi- 
ant sucking sound? Absolutely not. if cur- 
rent trends are any indication. The 182 
multistate bank holding companies (which 
employ more than 900.000 people) make 
70% of all loans today. These companies 
have a higher loan-to-deposit ratio than 
their noninterstate brethren: Intentate 
banks lend 84 cents for every dollar on de- 
posit. while noninterstate banks lend only 
67 cents on the dollar. The experience of 
states like California and New York that 
already allow interstate banking confirms 
that larger financial institutions do not ne- 
glect small communities or drive local 
banks out of business. 

Federal Reserve Chairman Alan 
Greenspan has summed up the benefits of 
interstate banking: Authonzation of in- 
terstate banking is. in effect, a more effi- 
cient use of capital and a capital-building 
step by reducing banks costs What in- 

terstate promises is wider consumer 
choices at better prices and. for our bank- 
ing system, increased competition and ef- 
ficiency. the elimination of unnecessary 
costs associated with the delivery of finan- 
cial services and risk reduction through di- 
versification.” 

What is needed now is leadership from 
President Clinton. Senate Majority Leader 
George Mitchell and House Speaker Tom 
Foley to ensure a fast track” for the 
banking bills and passage by Memorial 
Day. 

No Amendments 

The congressional leadership' should 
also encourage members to withhold all 
extraneous amendments in an effort to en- 
sure passage of this pro-consumer legisla- 
tion. Such amendments were shot down in 
the House and Senate Banking commit- 
tees. but various special interests are 
likely to try again when the bills come to 
the floor. It would be a supreme irony if ex- 
traneous provisions caused the defeat of a 
truly inarket-dnven. consumer-conve- 
nience bill. 

But there are some useful amendments 
that should be added. As currently drawn, 
both bills delay their full benefits through 
some cumbersome provisions. One sec- 
tion. for example, allows states to opt out 
of interstate banking alter two to three 
years. Another forces an 18-month wait for 
banks to consolidate branch networks. 
These measures make no economic sense. 
They ought to be deleted -today. 

A recent study by McKinsey s Global 
Institute has shown that U S. banks are 
now the most productive in the world. Us- 
ing the U.S. as a benchmark. U.K. banks 
are only 64'/ as productive and German 
banks are only OS'/ as productive in the de- 
livery of payment, deposit and credit ser- 
vices. With the advent of true nationwide 
banking, the U.S. could leap even further 
ahead. 


Mr. Wilson IS a consnUmil in I hr Wash- 
inaton, D.C., oifnv of McKhisrii d- Co. 
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Va. Man Says He Arranged Illegal Loans 

FBI Case Involves More Than $700,000, Bribes, Two Suicides 


By BiU Miller 



A McCfcan loan broker pleaded 
guilty yesterday to a federal diar^ 
of bank fraud and said he paid 
$14,000 to the vice president of a 
Northern Virginia bank who helped 
. himarrange i^iony loans. 

Bassam Haje, 47. agreed to co- 
operate with prosecutors and FBI 
agents in unraveling a scheme in 
which he, his partner and others 
allegedly obtained more than 
$700.000«in loans by using fraud- 
ulent p4|to and, in some cases. 
bribi^J$pikeis with cash, sex and 
other gifft. 

Haje's appearance in U.S. Dis- 
trict Court in Alexandria was the 
latest twist in an unusual case. Twe 
men involved in the dealings appar- 
ently committed suicide, one after 
testifying recently that he had ap- 
prove bad loans to Haje's partner. 
KJ. Ridler. in return for money, sex 
and a watch. 

Ridler. 38. has not been charged 
in the case. No one answered the 
phone at her business yesterday, 
and she' did not return a message 
left at her home. 

Assistant U.S. Attorney Joseph J. 
Aronica said in court yesterday that 
Haje has ‘^cooperated fully” with 
investigators since his arrest last 
month. 

As part of an agreement with 
prosecutors. Haje agreed to testify 
before a grand jury investigating 
the c.ise and to provide the govern- 
ment with documents, records and 
other materials that are tied to the 
loans. 

Ridler and Haje were partners at 
Nova Funding/Consulting Inc., a 
McLean«iinn that obtained loans 
and unsSured lines of credit for 
clients .jCr^urn for a fee. In the 
case of ^ bogus loans, Ridler. 
Haje and others split the proceeds 
and often channeled kickbacks to 
bankers, the FBI said. 

In court papers. Haje said he paid 
$14,000 to Kent Larson, a vice 
president of NVR Savings Bank, in 
return for Larson's approval of nu- 
merous loans. Larson. 40. NVR's 
vice president in charge of consum- 


er lending, has not been charged in 
the case. The bank placed him on 
administrative leave last month. 
Larson, of Alexandria, did not re 
turn a telephone message left at his 
home yesterday. 

Bank officials declined to com- 
ment yesterday. 

Haje acknowledged taking part in 
obtaining nearly $200,000 in phony 
loans frtm NVR since October. The 
loans typically were issued in the 
names of people who had no idea 
their names were being used, the 
FBI said, and relied upon false tax 
statements, false employment rec- 
ords and forged signatures. 

Haje said he paid Larson on five 
occasions, including $2,000 in $100 
bills for a trip to Atlantic City, the 
court papers said. He joined Larson 
'on the trip and gave the banker 


$1,000 more at the resort, the pa- 
pers said. 

Haje. of Fairfax County, said 
nothing during his appearance yes- 
terday before U.S. Distnet Judge 
Claude M. Hilton. He is being held 
without bond at the Alexandria jail 
and faces up to 30 years in prison 
and a $1 million fine. 

One of the apparent suicide vic- 
tims was Kenneth R. LeBrun, 41. of 
Rhoadesville. Va., a vice president 
of Federal Savings Bank of Virginia, 
who pleaded guilty to a bank fraud 
charge last year; he was found dead 
Aug. 7. apparently of a drug over- 
dose. The other dead man was Ho 
Y. You, 56, of McLean, a former 
co-worker of Ridler’s who the FBI 
said killed himself Feb. 19 after his 
name was discovered on what al- 
legMlly was an illicit loan. 
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RESOLUTION TRUST CORPORATION 

RcnlvingThcCrWi 
Rcftoring The CoafMcfict 


Sealed Bid 


Marine Facility 

Riviera Beach, FL 

• ± 3 acres land • 2-story office / warehouse 
• 3, 1 -story buildings • 2 piers with 200-foot decks 
• Zoned CM with working waterway 
Brochure #737 

Viewings: M arch 17 & 29 « 11AM - 1PM 

This property is appropriate for aH Inveetora Ineluding 
small Inveatora or amall Invealor greiipe. 

Broker Participation Welcome 

RTC seller Hnanelng will be 
mpjde avallabie to qualified Inveatora. 

Bid Deadline: 

April 1 2, 1994 » 3 P M CST 

To request specific information, please call: 


1-800-747-3342 Ext 330 


Coordinated by the RTC Kansas City Sales Center and 
National Real Estate Clearinghouse, JV. 

Event ID Number: 730-0367 




/•> nrs.Ll 
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RTC 


RESOLUTION TRUST CORPORATION 


Resolving The Crisis 
Restoring The Confidence 


Real Estate Offerings 


March 11, 1994 


The following represents real estate offereP Py the RTC naoofJwiOe for immedate 
sale on a competitive Ptd basts. AU properllee ere offered IndIvfduaUy or In 
smell pools, and are appropriate for ell Investor groups. Including the 
small Investor. All inquiries and requests for additional information should be 
made directly to the individuals listed. 


Sealed Bios 



7 HMBt 3 'urwnprovM 


Cown w »Sna— 


Auctions 



740 - 0)01 jSmgMi-tnHnOM. I U.OOOI 1 3 1 S«n Oiago. U I l>C CiMm«nouM 

AO. Caneomnun ' MO- 4 M-OS 1 S 


I CommercMl ft ft*« 0 «nMvCona?i. 


S3.000 30|U 


TVHMalc 


lASMillftmti 

»-96*-t2gI 


S2.000 
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Financing May Be Available, Cali for Details 
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Idintd States Senate 

COMMITTEE ON BANKING. HOUSING. AND 
UNBAN AFFAIRS 


fTIVtNt.NAMMt.tTAP 


T OINKTM AMO CNMN COUNMfc 
MMIIXan tfAlf OMKTM 


WASHINGTON. DC 20 S 10 -S 078 


February 18, 1994 


Mr. Ro^r Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, NW 

Washington, DC 204S4 

« 

Dear Mr. Altman: 

Pleaae provide the following: 

1) A copy of any review that the RTG prepared, or had prepared, 
pertaining to potential oonflicts-of-intereat that nuqr have existed in 
connection with the Rose Law Finn and Madison Guaranty; 

2) Copies of all recusal letters and ethics agreements entered into by 
Albort Casey and yourself. 


Please provide tixese materials as soon as possible, and as they become 
available fbr delivery. If you have any queationB regarding this request. Mr. 
Nappi can be reaeh^ at (202) 224-3737. 


Sinoeraly, 



M. D’Amato 
Ranking Republican Member 
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Idirird States 3niate 

COMMiTTCfi ON BANKING. HOUSING. ANO 
UBBAN AFfAlRS 

WASHINGTON. OC 20510-6076 


February 18, 1994 

Mr. Roger Altman 
President and 

Interim Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 

Dear Mr. Altman: 

Please provide to my staff copies of all the documents pertaining to 
Madison Guaranty Savings and Loan ("Madison"), including all subsidiaries of 
Madison, that are currently in the possession, or sulqect to the control, of the 
Resolution Trust Corporation ("RTC"). In addition, please forward the names 
and titles of all RTC employees that are involved in any review or 
investigation of the Madison Guaranty matter. Should the RTC refii.oe to 
release any documents, please provide, in writing, a summary index of 
documents that the RTC reiuses to provide as well as an explanation of the 
grounds alleged for that refusal. 

Please forward this information to Douglas Nappi, at the Senate 
Committee on Banking, Housing and Urban Affairs, 534 Dirksen, Washington, 
DC 20610. Mr. Nappi can be reached at 202'224-1577. 

Thank you in advance for your assistance. 

Sincerely. ^ 

AlMse M. D*Amato 
United States Senator 
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If you have any problenu receiving this transmission, please 
call the Office of Congressional Afifain at (202-906-6288) 
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Office of Thrift Supervision 
Deparonenc of the Treasury 

!700C ScTMf. WMhinffcoru D.C 20SS2 • 1202) 906-6590 


Otrtnar 


March 28 r 1994 


The Honorable Janes A. Leach 
Ranking Minority Menber 

Consittee on Banking, Finance and Urban Ai fairs 
United states House of Representatives 
Washington, D.C. 20515 

Dear Congressman Leach s 

I am writing to follow up on my letter to you of 
March 25, 1994, and to respond to your letter of March 23, 

1994, which requests "all documents related to Madison and its 
subsidiaries in order to prepare for the upcoming hearings on 
the Madison/Whitewater circusistance." 

I have, of course, followed closely the activity in 
Congress regarding oversight of the Madison matter. As X have 
stated in my earlier letters, the agency's policy on the 
release of examination and supervision docuoients, as well as 
other confidential or privileged material, hinges on the 
exercise of the Congress' authority to request documents. 

House Resolution 394 suggests that the Rouse may be 
prepared to exercise or delegate such authority. Based on the 
language of the resolution and the floor discussions, however, 

I believe that we must await specific instruction from the 
House or a duly authorised committee before making non-public 
documents available. 

Resolution 394 expresses the sense of the House that the 
Rouse leadership "should meet to determine the appropriate 
timetable, procedures, and forum for appropriate Congressional 
oversight.” The resolution does not specify how this 
oversight is to be exercised or by which committee. As one of 
the sponsors of the resolution explained, is unclear at 

this point the forum, it is unclear exactly how these could be 
structured, it is unclear as to exactly what would be included. 
These are all issues that have to be discussed and decided.” 

140 Cong. Rec. R1812 (remarks of Congressman Gephardt). The 
possibility remains that the House "may not be able to agree on 
now to do that." Recognizing that the House presently 

intends to exercise its oversight authority with regard to 
Madison matters, I believe it most appropriate to wait until 
the House has identified how its oversight will be exercised 
before responding to requests based on Resolution 394. 
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With ragard to the Banking Conittee's oversight 
hearinge on the Thrift Depositor Protection Oversight Board, 
section 21A(k) (6) requires the Board to appear before the 
Conmittee, but that can only happen when the Chairman 
determines to call such a hearing. The Chairman has 
indefinitely postponed the hearing scheduled for March 24. We 
note that in the debate on Resolution 394, there was a 
commitment to carry out as soon as practicable the hearing **on 
oversight of the Resolution Trust Corporation.** 140 Cong. Rec. 
H1812. We do not believe we are in a position to respond to 
any requests relating to that hearing until the Chairman has 
set a new date for the hearing. It is also unclear from 
Resolution 394 whether that hearing is subject to the 
negotiation process for determining **the appropriate timetable, 
procedures, and forum” for oversight of mattcura relating to 
Madison. 


Please be assured that we have collected the documents 
that are covered by your request and that once either the House 
or the Banking Committee determines the course by which it will 
conduct its oversight of matters relating to Madison, we will 
make these documents available to those committees or Members 
to whom the Housers oversight authority has been delegated. 

Your March 23 letter also requests the names and titles 
of all OTS employees involved with the supervision of Madison. 
In February, we provided your staff with two lists of former 
Federal Home Loan Bank Board and Federal Home Loan Bank 
personnel who supervised or examined Madison. If additional 
information is required in this regard, please have your staff 
contact us* 


Sincerely, 


i^nathan L. Fiechter 
Acting Director 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTCC ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 

2120 RAYBURN HOUSE OFFICE BUILOINO 
WASHINGTON. DC 20610-0050 


April 11, 1994 
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aett ntuiAv 


Ell«n B. KulXa, Esq. 

Gsnsral Cotinsal 
Rasolution Trust Corporation 
801 17th fitraat, N.W., Rm. 1025 
Washington, D.C. 20434 

Offica of the Secretary 
FOIA/PA Branch 
International Place 
1735 North Lynn Street 
Rosslyni VA 22209 

Ret Freed oa of Xaforaation Aot/PrlFaoy Aet Appeal 
Dear Me. Kulka: 


Pursuant to the Freedom of Information Act ("POIA**) , 5 U.S.C. S552, 
and C.F.R. $1615.7, please consider this letter to be an appeal 
from the denial by the Resolution Trust Corporation ("RTC'*) of my 
request for documents that are in the possession of the RTC and 
related to Madison Guaranty Savings and Loan and it subsidiaries. 
The nature of the documents requested and the reasons, I believe 
denial is in error are set out in the correspondence attached 
hereto. 


Given the extensive correspondence that has already occurred on 
these issues, I respectfully request that Z be advised of the 
disposition of my appeal no later than noon on Wednesday, April 13, 
1994. 



Attachments 

cc: Nr. Roger Altman 

Interim Chief Executive Officer 
Resolution Trust Corporation 
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Th« Honorable Roger C. Altaan 
Interim Chief Executive Officer 
Resolution Trust Coloration 
ISth and Pennsylvania Avenue, N.W. 
Washington, D.c. 20220 


Dear Mr. Altaan: 

I am writing in reference to the House Banking Coaaittee Minority 
Investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you knew, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the RTC provide 
access to all documents related to Madison and its subsidiaries, 
such doexments would include, but not be limited to, administrative 
files, examination reports, interoffice memorandum, notes and 
minutes of meetings (Including telephonic meetings), 
correspondence, electronic mail, and agreements the RTC entered 
into with private sector contractors during the resolution of 
.Madison. In addition to documents in possession at RTC'Washington, 
I request access to all documents related to Madison held at RTC 
field offices. Furthermore, please provide the names and titles 
of all RTC employees involved with the disposition of Madison. 

Please have your staff contact .Mike McGarry at 202-225-2258 to 
discuss arrangements to review the aforementioned doctiments as soon 
as possible. 


I appreciate your assistance and look forward to your cooperation. 


Sincerely, 


JameseX. Leacn 
Ranking Member 
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U.S. HOUSE OF REPRESENTATIVES 

coMMirra on banking, finance and urban affairs 

ONE NUNOREO THIRQ CONGRESS 

2129 RAYBURN HOUSE OFHCE BUILDING 
WASHINGTON. DC 2051B-S060 

February 3, 1994 



. iMa 


Mr. Roger C. Altnan 
Interim CEO 

Reeolution Trust Corporation 
801 17th Street. NW 
Washington. DC 20434 

Dear Mr. Altman: 

I am in receipt of your February l. 1994 response to the letter 
initiated by senate Republican leadership concerning Madison 
Savings and Loan and I am pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies" with regard to 
Madison's failure. It seems self-apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
Information at its disposal. Accordingly. I urge the RTC to seek 
and review all Whitewater Development Corporation documents turned 
over by the White House to the Justice Department. 

In its investigation of !!adison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
to the thrift's failure. Not only did James and Susan McDougal 
hold significant ownership interest in both entities (approximately 
two thirds in Madison and one half in Whitewater) . but the other 
joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. [See the attached memo.] 

If the White House chooses to use the Justice Department to shield 
Whitewater docximents not only from the public and Congress, but 
from other government agencies, such as the RTC. which have 
legitimate public law enforceraenr responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

I have high regard for your personal integrity, but as you )cnow, 
from the beginning, it has been an awkward situation to have a 
presidentially appointed and confirmed officer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust Corporation (RTC) . '.'Hien z^.is prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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Mr. Rogar C. Altnan 

Paga 2 

February 3 , 1994 


not strika the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it hae been over a year since the Administration has been 
in office and it can only be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect, lav enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, 1 would urge that you request from the Department of 
Treasury's General Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief lav 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. . 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President.’ Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman of the 
House Banking Committee recommending against extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against SftL wrongdoers. As you pointed out in your moat 
recent letter, this extension "has afforded the RTC an opportunitv 
to investigate further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution." Given, however, the impending running of the statute 
of limitations for certain kinds of actions, time is clearly of the 
essence for the RTC to make judgments about civil accountabxlity in 
the failure of Madison. 

Finally, I would like to reiterate my request, pursuant to Rules X 
and XI of the House Rules for all documents related to Madison 
Guaranty Savings and Loan, littis Rock, Arkansas. As you know. 


< 2.073 
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Nr. Rogtr c. Altman 

Page 3 

Fabruary 3, 1994 


on Oecaabor 9 , 1993, I wrota tha RTC raquasbing aacaaa to all 
docimanta ralatad to Madison Guaranty and its subsidiariaa . 

Houaa and Coanittaa Rulaa, Housa practices, and judicial pracadant 
support tna proposition tha Ranking Minority Maabar is rha 
functional countarpart to tha Chairman for Comittaa action. This 
being tha case, a request for documents made by tha Ranking 
Minority Nambar has parallel standing with a request made by tha 
Chairman of tha Committee. Tha Ranking Minority Nambar clearly has 
a voice in tha process and is entitled to information that will 
enable tha Ranking Minority Maabar to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, tha courtesy of a definitive reply to this document 
request is raquasted by 12 noon, lionday, February 7, 1994. On this 
matter, it is urged that you also consult with tha Ethics office as 
to tha relevance of the previbualy discussed recusal issue. 

Again, let me stress that to tha degree a conflict situation may 
ekist in this matter in no way reflects on your personal integrity. 
Zt is simply an awkward circiimstance in contrast to a personal 
embarrassment. 


Sincerely, 


I A. LEACH 
ng Member 


JAL:gp 

Enclosure 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEC ON lANXINO. FINANCE ANO UNBAN AFFAINf 
ONE HUNDNfO THINO CONGMSS 
2121 RAYBURN HOU8B OFFICE BUILOINO 
WABHINGTON. DC 20B1B-B0B0 

March 7. 1994 



Mr. John E. Ryan 
Deputy CEO 

Resolution Trust Corporation 
15th & Pennsylvania Avenue, N.W. 
Washington, DC 20220 


Dear Mr. Ryan: 


As you are aware, on December 9, 1993, ! requested your agency to provide the House 
Banking Committee with access to documents concerning Madison Guaranty Savings 
and Loan and its subsidiaries. I was very disappointed to receive your letter of 
February 7, 1994, asserting that you could only provide me with documents available to 
any member of the public under the Freedom of Information Act As we have 
previously informed you, the D.C. Circuit has specifically held that even if disclosure is 
made to an individual member of Congress acting in an official capacity, an agency 
does not thereby waive the privileged status of its documents. See_Murohv v. 
Department of the Army. 613 F. 2d 1151 (D.C. Cir. 1979). As you know, I have in 
fact requested that the information be made available to me for use by the Banking 
Committee as a whole. The Mumhv decision leaves no doubt that disclosure for these 
purposes does not constitute a waiver of agency privileges. Despite my staffs offer to 
discuss appropriate terms regarding confidentiality for specific documents, you have 
nevertheless denied acc e ss to all non-public information. 

The agency's position requires me to consider resort to other measures for obtaining 
access to this information, which is urgently needed for the performance of Committee 
functions. 1 would accordingly appreciate it if you would confirm by letter on or before 
March 11, that you do not intent to comply with this request for information, and that I 
do not have any further recourse within the agency for obtaining access to this 
information (under the terms of FOIA or otherwise). 


fX 075 
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Mr. Ryan 
Page Two 
March 7. 1994 


I appreciate your assistance and hope that the agency will reconsider its position and 
now provide the cooperation that is required under the circumstances. 



JAL:jlsd 

cc: General Counsel 

OfUce of the Secretary 
FOIA/PA Branch 
International Place 
1735 North Lynn Street 
Rosslyn. VA 22209 


The Honorable Henry B. Gonzalez 
Chairman 

Committee on Banking, Finance 
and Urban Affairs 

2413 Rayburn House Office Building 
Washington. DC 20S15 
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Ittrob U, 1994 



r~Ol In ruponaa to your lattara d«t«d Maroh 7 and 8, 

aw, your raquaat that tho RTC provide certain 

«MU«te end r e e a r da aa part of your tnvaatlgatlon of the 
rellure of Nadiaoit Ouaranty Savinga and Loan. Your Xaroh 7th 
latter vaa in reiponaa to our ear liar lattar of rebruary 7, 1994, 
in vhleb ve Indleatad that unfortunately the RTC oould afford you 
ne fe a at ar a e oeaa than would be available to the general public 
v^er the rroedon of Xnfomation Aot. X note that the Kerch 8th 
iett ar regueeted that aoea of the aane Infomation previoualy 
feneatetf^ aunlied to you in cen4unetion with the up-ooaing 
MuAiQtaal nc w«r*ight Board Haaringo. 


Xiibfarding your Xattar of March s, 1904, x havo juot rocdivod tha 
da tod March 10, 1004, froa Chairman Gontalas 
ImAicatint thah tha Comalttaa la not conduating an Invaatigativa 


■ iL > ? -r TJk - ■ 


r eepedlty aa a eeaber of Cengraaa and not on behalf of 


Wrahe-MMhXe m eenour with your ooncluaion that an Individual 
■4Bb«« af Oongreee haa the legal right to unlinitod aoaeea to any 
■ffhey *eo«rd, regardlaea of Ita privilaged or oonfldenttal 
aeatus. denae^laatly, wa will oontinue to provide you with 
doeunentw or poartlona of deounante that would be available to the 
B ^lie» i^th ough thia eay be daaeed to be a final agency 
B^^ KClMKtui l ^ the atatua of your raquaat for aeoeaa to RTC 

tet ae aaauro you that tbe Rtc la making every effort to 
WOpweto^y ith you and will oontinue to aake doeueeata availahLe 
1 — th ey have been reviewed for public dlaeleaure. 

ItwrWt dfpOHnta were sent to your staff this week. 
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Your latter IndXeatad yon wanted to knew when further reeeuree 
yso bed to oblUkte "aoceea to title Infomatlon (under the terse of 
the rata or otherviae) . ■ A party, who hae been denied aeoeeo to 
reoarde pnreuextd to the FOIA# hae the right to appeal that 
dhdleJLon. ttithls~thirty day# of the initial denial to the Offioe 
ed- the B^'a Ceaaral counaal (12 C.F.R. S iais.7). 

' €^ 1 $^ tflla intbmation ie of aaelatanoa to yon. 

^ dinoaraly. 


John It Xyan 
Deputy CEO 
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Depositor Protection 
Oversight Board 

808 17th SnucrN.W. 

WASKDvnoN, D.C 20232 
(202) 418-2650 


Facsimile Transmission 


Daib 

From: 

Phone; 

Fax; 

Toi 




Maryann Kasweu. Associate General Counsel 
( 202 ) 416-2607 
( 202 ) 416-2635 
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22 . V'han did the Oversight Board first learn that the issue 
with Madison Guaranty S6L and Whitewater involved the 
President and Mrs. Clinton? 

A. The oversight Board learned about this issue when the 

rest of the general public did, which was reading about 
it in the newspaper. The Oversight Board has no 
authority to be involved in, and it is not responsible 
for, caae*epecific natters sueh as the RTC*s uiiiuiiial 
referral in Uie Kadison 'S&L cmbu : In addition, the 
Oversight Board has never intervened in an RTC irbetnil 
pedsegal , i_ n ^ 

34. What has the Oversight Board done to assure that the 
Madison/Whitemter affair is properly investigated? 

A. The Oversight Board has no authority to intervene in 

the Madison case. In addition, the oversight Board has 
no information indicating that the RTC*s policies 
regarding crininal referrale are being handled 
ii^roperly. We receive regular reports from the BTC 
Inspector General and the GAO regarding BTC activities 
(including criminal referrals) and those reports have 
never raised any criticisms of BTC policies and 
procedures for criminal referrals. 

35. Was the oversight Board aware of the Congress' request 
that BTC provide documentation and other materials 
related to Whitewater for review? 

A. The oversight Board became aware of this request by 
reading about it in the newspaper. 

36. Did RTC maJce all documentation and material available 

5 
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to the Congressional Comiittee staff charged with 
investigating this issue? 

A. We defer to the RTC since we have no authority 
regarding this matter. 

37. Did the Oversight Board discuss how the RTC should 
release this information? 

A. Ko. The Oversight Board has had no discussions with 
RTC regarding the Madison case. 

38. Did the Oversight Board at any of its meetings, 
including closed or executive sessions discuss the 
Madison Guaranty S&L or Whitewater issues? 

A. UO. 

39. Will the Oversight Board provide for the record copies 
of ail transcripts, minutes, or notes from its meetings 
or its communication with RTC related to Whitewater cr 
Madison? 

A. Since this matter was never discussed at any open or 
closed meeting of the Oversight Board, there are no 
records availeible related to Whitewater or Madison. 

40. When did RTC discover that President and Mrs. Clinton 
were involved in the Madison/Whitevater affair? 

A. Defer to RTC. 

41. When did 'RTC refer this case to the Justice department? 

A. Defer to RTC. 

42. Was the referral a criminal or civil referral? 

A. Defer to RTC. 

43. Was the referral made because the President and First 
lAdy were involved? What other reasons were given for 
the referral? 

A. Defer to RTC. 


6 
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PROFESSIONAL LIABILITY ISSUES! 

28. What changoB have occurred in RTC's PLS division to 
enable RTC to do all that It can do to get the money 
bacic from those vho caused losses to the savings and 
loans? 

A. Defer to RTC. 


29. Has Attorney General Janet Reno made you aware of any 
interest on her part to assure that DOJ pursues the 
croohs and collects on fines and restitution ordered? 

A. On Karch 15, I9!^r I ashed the Justice Department to 
take a fresh look at its efforts to prosecute the S6L 
crooks and to obtain restitutions • On July 7, 1993, X 
received a response that contained the following 
points: 

• Between October 1, 1988 and March 31, 1993, 
the Justice Departaient had a 96% conviction 

. rate for financial institution fraud cases 
and, of defendants sentenced, a 77% 
incarceration rate. 

• The Justice Department has been criticized 
regarding the collection of court-ordered 
fines and restitution in these cases in spite 
of the fact that there has been general 
agreement among prosecutors, Congress and 
regulators since 1988 that only a fraction of 
losses in these cases could ever be 
recovered. 

Some of the reasons why this money will never 
be collected are because the money was lost 
through speculative investing, collapse of 
collateral due to land and loan ''flips”, and 
sguandered on lavish lifestyles. It should 
also be noted that much of the money was 
never there to begin with because it merely 
existed "on the books.” 
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u. S. S E N A TOR 

AID'A mato Release 

" — r i E W YORK -I — — 

Contacta; Waihingion » Frank Co Ui:. i . 2 02/224-6496 New York * Zenia Mucha » 2l2/736>3 8^ 

FOR IMMBDIAT8 RELEASE x CONTACT: Frank Coleman 

Friday, January 28, 1994 (202) 224-6498 


m Elgqr BANKJNQ ftBPtJRT. i < -an S ask for special meeting on WHITEWATER 

AMATO BLASTS RTC FO i< neiAYS" IN RESPONSE TO QUERIES 


WASHINGTON — U.S. Senai... Alfonse M. D'Amato (R-NY) and all 
eight Republicans on thr ■ inking Committee today announced they 
are requesting a special n. - ting of the conunittce to pursue 
hearings or an investig.i; i >n of the failed Arkansas S&L Madison 
Guaranty and its connect. n to the Whitewater Development 
Company . 

D'Amato, the senior i. publican on the committee, said, "We 
have twice requested tha: 'ho RTC (Resolution Trust Corporation) 
tell U8 when the statutu • i limitations expires on civil actions 
against Madison. 

"We have received luxiiing but shocking delays and still no 
official response to our i< piests lor information," O'Amato 
added. "Now we learn thai i iio civil actions could expire as soon 
as February 28th, and it m i oars that they are taking little, if 
any action to protect tlv* < ixpayers and to punish the 
wrongdoers . " 

The Senator noted th.ii although the RTC made criminal 
referrals as early as Oci. r. r, 1993, they have been dragging 
their feet on the civil : i i<-. 

"During this critic.i: i «.*riod, valuable time has been lost. 
This must stop,” O' Amato i trged. 

In a letter to Chaim’. m Donald Rieglo (D-Ml) calling for the 
special meeting— author i /• i under the Senate rules — the Senators 
noted Riegle's denial of • revious request for hearings over 
matters which are clearly .m.ior the juriadictioii of the Banking 
Committee. 

The rules permit a lui: nuum of three committee members to 
request a special meetimi the committee. If the chairman 
declines within three cal< i: i.ir days to schedule the meeting, than 
a majority of the cororoiti* • nay override the chairman and 
schedule the meeting. 

"The. clock is ticking. I’he statute of limitations is running 
out," D'Amato stated. "Jui.i :• u may be denied and the American 
taxpayer left holding the.* :.i |. " 

In earlier correspon-!- D'Amato aaVad both Attorney 

General Janet Reno and R*n .i. ring President Roger Altman to seek 
voluntary agreements to w.n v.- the statute of limitations with 
various participants in Whitewater matter--includlng the 

President and Hillary Rod 1 1 . mi Clinton. 

A copy of the letter i- chairman Riegie is attached. 

fc0l2894- 
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ttnitd States j9(jnt( 

OMIMintC ON BANKIN6. H0UHN6. ANU 
UmANAWAMS 
WASHmerON. DC 2W1ft407t 


March 7, 1994 


TO; Peter Knight ~ RTC 

fax 416-2432 

FROM: Kelly Cotdes, Senate Banking, Housing, and Urban Affairs Committee 

phone (202) 224-1568 fax (202) 224-513’/ 

RE: Post-hearing tpiestions from the February 23, 1994 hearing on the semi- 

annual npoit of the RTC Overaiglit Board. 


These auy be more qaestiona submitted at a later date. 1 will coll ond let you know 
ibouki that occur. 

Please call me if you have any questians. Thank you. 


I’lofS 
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Unlteil 3tatu Senate 


COMMimi ON 5ANKINO. HOU9INQ. ANO 
UABAN AffAlNS 

WASHINGTON. OC 20S10-S079 



March 7. 1994 


The Hononblo Rogar C. Altman 
Interim Chief ExecutlTe Officer 
Raaolutifla Tnist Corporation 
ISOl Seventeenth Street, NW 
Washington, DC 20484-0001 
% 

Dear Mr. Altman, 

Thank jon for teati^ng at this Crnmnittee's February 9A, 1994, hearing on the semi- 
annual rep^ of the RIC Oversigiri Board. 

It would be greatly appreciated if you would have your rosponsos formatted in the 

following auuui0fi 

(1) Please title your responses indicating which Senator asked the question 
(e.g.,"Questioxtt horn Chairman Kieglel. 

(2) Set forth the question, then the answer to it, and single-space both 
queatkms and answers* 

(S) Indude the number of each question and answer (e.g., "Q.l." and **A.l/'). 
U) Do not use all capitals. 

- 

Ploaso Bond your reply to EeUjCordee, the Committee’s chief cleric. She will 
transmit eopiss of your response to tho Committeo*s pu b lieo t ion offiec. 

If you have any qusatianB please contact Ms. Cordes at (202) 224-1668. 



Enelosuri 
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Written Queetiong for the Becord, Submitt^ by Senator Rle^ 


a«inri.iinniMl Appearance of the Thrift Depoaitor Protection Overright Board 

Pebruaxy 24, 1994 


QneatiiMM for Ifr. Altman 

1) Last September, 13 former and current employees of the RTC testified to 
mimdrmifi ingbrnodii of waiito ond TniSTnanagAmont within tho agency. 
According to the Goyemment Accountability Project, many of those 
witnesses oontinua to be poorly treated by the RTC. One has been fired; 
another tonmnatod by non-rcnowal of her tomperory contract; 3 others have 
received reduced perfiknnance ratings; 2 others have had grievances and 

’ promotions denied; and another has been demoted and told he was a 
security risk because of his testimony. They also claim that no RTC 
management has been disciplined or reprimanded fbr any of the actions 
discussed in testimony. In your testimony, you say you strongly support 
protection of whistldilowera. Are these addons consistent wiA that 
position? 

2) In your testiniony, you indicated that the RTC was working to 
implement the recommendations made by the GAO regarding various 
operatioDa and aotivitica of the RTC. Attached fbr your rcfbronco is a 
summary of the 68 open OAO recommendaUuxm Ui Uie RTC, auiue 
dating back to nearly 4 years ago. Would you please provide to the 
Committee, and to th^ GAO, a status report of what Ihe RTC is doing 
tn respond to each of the outstanding GAO recommendations. 

3) In your February 10, 1994, letter to me, you stated that you had established 
the Dallas Professicmal Liability Review Team” as a result of testimony 
tUs Committee received from Mr. Tom Rumside in which he daimed that 
the RTC had made effiirts to recover only a fraction of the professional 
liabOi^ losses it could reasonably have justified. What can you tell us 
about the Review Team's initial findingB? Will you rdooso their findings 
puUidy? 

4) What is being done to review the allegations of deficiencies idenllfied by 
RTC enq^oyees? 

6) Do you feel that improvement is needed in the areas of internal controls and 
oontraetor oversiidtt? 

6) What do you plan to do to ensure corrective actions are taken by the RTC? 

7) Does the RTC provide infermation to potential buyers that is suffidently 
reliable and oomplete U> encourage uuiuyeUUve UlUding for lie assets? 


/• 2.097 
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8) Thci last RTC rasolution of a failed thrift was in oafly December 1998. Why 
havant there been any leaolutions sinee December? 

Yonr financial plan indicates you plan to resolve 43 of your current 63 
oonservatorships befbre the e^ of this quarter. Do you eapoet to moot that 
aehadnle? 

9) Are you aware of any significant difibrenoes in the asset disposition 
strategies of the RTC and FDIC? What are the diShrences? 

10) In your view, has the Office of the Inspector General at the RTC met its 
statutory responsibiUties to independently review RTC operations in an 
eflbct to detect and provont fraud, waetOi abuse and miamanngement in the 
thrift doannp? 
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Attachment for Question #2 to 
Mr, Altrran 


STATUS OF OPEN GAO RECOMMENDATIONS TO RTC 
As of February 23, 1994 


Product 

numbei/date 

! Number of open I 
'iltle : recommendations | 

OGD-93-7 
Oct. 20, 1992 

RTC: SulKontracior Casb Management 
Practices Violate PoUqt and Reduce 
Income 

I 

GGD-93-76 
Apr. 26, 1993 

RTC: Timelier Action Needed to Locate 
bflsslng Asset Files 

2 

GGD-93-107 
Sep.,13, 1993 

RTC: Additional Monitoring of Basic 
Ordering Agreements Needed 

2 

GGD-93-80 
Apr. 8, 1993 

RTC: Controls Over Assst Valuations Do 
Not Enaure Rsasonablo Estimatss 

4 

QGD-93-11S 
Jul. 7, 1993 

RTC: 1992 Washineton/Daltimore 
Auctions Planned and Managed Poorly 

3 

GGD-93-116 
Jul. 23, 1993 

RTC: Loan Portfolio Pricing and Sales 
Process Could Bo Improved 

6 

GGD-93-127 
JuL 26, 1993 

RTC: Better Assurance Needed That 
Contractors Meet Fitness and Integrity 
Standards 

2 

QOD-93-139 
Sep. 27, 1993 

BTC: Data Limitatiane Impared Analjrsis 
of Sales Methods 

1 1 
2 

1 

GGD-94-6 
Oct. 30, 1993 

BTC: Oversight of SAMDA Property 
Management Contractors Needs 
Improvement 

GOO-94-19 
Oct. 28, 1998 

RTC: Status of Management Efforts To 
Control Costs 

4 

GGD-94-41 
Dec 22. 1993 

RTC; Better Information Could Enhance 
Controls Over Loan Servicing Costs 

4 

QGD-94-62 
Dee. 28, 1993 

RTC: Inefifediye Management of 
HomeFed Bank Environmental Services 
Contracting 

3 

000-94.37 
Feb. 1, 1994 

RTC: Analysis of Selected Asset Seles 
and Finan^ Data 

2 

GOD-93-2 
Oct. 7, 1092 

1 

RTC: Asset Pooling and Mariceting 
Prsctico* Add Bdilliens to Contract Co«ta 

5 
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ProAiflt 

numbei/date 



Number of open 
recoomendaUoDs 


GGD-92-137 
Sap. 29, 1992 

RTC: Affordable Multi&mily Housing 
Program Has Improved but More Con 
Be Done 

T-GOD-92-42 
Aue. 11. 1992 

Bonk and Thrift Failures: FDIC and 
RTC Could Do More to pursue 
Professional Liability Claims 

GOD-92-33BR 
Feb. 1, 1992 

RTC: Assessing Portfolio Sales Using 
Partidpating Cash Flow Mortgages 

(KIU-92-7 
Oct 3l. 1991 

RTC: Effectiveness of Auction Sales 
Should Be Demonstrated 

T-IMTEC-SH 
Oct. 16, 1991 

RTC: Automation Efforts Need 
Management Attention 

GOD-9M21 
Aiiff. .<U). 1991 

RTC: Progress Under Way in Minority 
and Women Outreadi Program for 
Outside Counsel 

T-AFMD.90-1S 
Apr. 6, 1990 

RTC: Billions More and Additional 
Reforms Needed 

GGD-92-14BR 
Nov. 1, 1991 

RTC: Prpposed Tax Credit Would Add tn 
Gtovemxnont’s Coat of Selling RTC 

Asoeta 

IMTEC-92-38 
Mar. 5. 1992 

BTC: Corpoiate Strategy Needed to 
Improve Infonnalion Management 

AIMD-93-60 
Sep. 28, 1998 

Financial Audit Resolution Trust 
Corporation’s Internal Controls at 
DeMmber 31. 1992 

GGD-93-106 
Jun. 28. 1998 

Thrift Failures: Actions Needed to 
Stabilise RTC’s Professional Liability 
Program 

GGD.92-1S6 
Sep. 29, 1992 

RTCr More ArtinnR NaoHm) tn Improve 
Single-Family Affordable Housing 
! Piogram 

OGD-02-134BR 
vSep. 24, 1992 

RTC: Survey Reeults on RTC’s 
Communications and Marketing Efforts 



1 2-0^ o 
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Pnduct 

numb«/d»to 

TitU 

Number cf open I 
recommendationa 1 

GGIX-90-87 
May 25, 1990 

RirC: Coatrok NMad Ovar 

Pumitore, Fiitures and Equipment 

‘ 

GOD-92-47 
Mar. 5, 1992 

RTC: Further AcUune Needed uj 
Implement Contraeting Management 
Utiativea 

3 1 

GOD-91-1S6 
aap. 18, 1981 

BTC; A More Fleaible Contracting-Out 
Pidlcr la Needed 

1 


3 

/XU'S 
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goMtioM to Aotiag MC Mood 
logoff JLLtaitt 
fxoo floootor Joha Ioxxt 


VCOfOOOiflBOl Liohili^ BOCtiOO ZOOOM ^ K' 

1) X havo had ccmtimiiiig conooiiia about the effectivonaos of 
ixe*« iiiTOotigotion ood prosooution of eoaoa ogoiiuit 8A& 
ocongdoero froa 1992 through tho prooent, eapoclally la Toxas. 
TOnr letter to the Ccaaittee of rebcuary lOr 1994 atatod that the 
Pffofoaoional Liability laviair Taao you aeat to Oallaa following 
the aeptaeber 23, 1993 hearing of thia Coeeittee on the R9C 
iatoffwloiiod OTOr 90 people in Taxaa and llaahiagton DC in 

ooiWBtian with the o oo o ema raiaed daring the hearing abeat 

taaa PL8 caaeo. Tour letter itatod that they had "prowided their 
initial findlnga* to you. Pleaae deacribe in detail aueh initial 
fiadinge, and in your reapeneei pleaae addreaa the following 

ieaueai 


(a) The neee, title, end looation of eeoh peraon Interriewad 
and a aoMuey of each of their etatte ante to the rewiew taaei 

(b) A Hat of all ooneema or pxebleee identified by anoh 
pe r eo n e and aa to each anch concezn, atata the followingi 

(i) The nneber of people that identified auch concern 
Off psoblaei 


(ii) Whether 
oeneesn esiater 


beliawea that auch a problem or 
atill aniata; 


(ill) Deacribe with particularity what corzectiva 
actidia hawa baan or will ba taken with zeapoct to tha 
pzobleea or eonoema. 


(o) Whether C rraeaury^ liewea that aiqr curzent RTC or PDIC 
aenager oentribntM to the problae beeauao of poor eanageeent or 
for other reaaoee, and if ao, what aetiona Vreaanry hat takan to 
hold aueh peraona accountable for their acta or oeiaaiona. 

(2).Teaaa aoooiintad for o^er 41 percent of all 81L loaaaa 
natioaelly. Pleaae deacribe in detail the IffC'a prefaaaional 
liibllltT efforta on failed Toxea SaL'a end in your zeaponae, 
eddmaa the following aa to each failed 8iL in Tosaa that waa 
eyer u n d er RTC'a ooetcoli 



The naee, location and aiaa of the aaL and tha date it 

<b) Identify eabh Pzofeaaienal Ziiability reoowezy with 
reapeet to the 88L and as to each aueh reoewary, identify tha 
foilowlngt 


I t-lts 
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lii 


th# taount and data of rocovoxy; 

) tho aaaa of the defendant and tho type of oXaiaii 


(g) The nuBbes of adainietxetiTe aubpoenae iaeued by tho RTC 
in iavoatigating the 8al» and, aa to each aubpoena, atate the date 
of ieaueaee ead tho ottomoj that laouod tho ottbpeoaa 

(d) Zdentify each VrofeaaioaaX zdebillty lavaoit filed 
aoeordlng to court, caee or action nnnber, defendant, date of 
filing, and etatua* 

(•) Identify each and every Frofeaeional Liability attorney 
and line inveetigator ever aeeigned to the 8iL and the dates of 
their rooponoibility • 


(f) Identify the date of any Frofeaeional Liability 
inveatigationa that vere cioaed out by the rtc, the type of 
inveetigation oioeed out, and tha reaeon for tlae cluee out* 

i 3) Fleaae identify the percentage of recovery on 8aL losses 
ailed SaXia in Vexaa by the RTC, and the percentage of 
seoovory on 8aL losses from failod 8aLs outside of Texas, so as 
to provide comparative recovery ratee. In the event that thare la 
a diaparlty between these recovery retea, please provide your 
best explanation for this difference. 



Beeoverlee From Contzactore 

4. The oao has re p eatedly testified that tha RTC's handling 
of oontractors invitad naata^ fraud, and abuao. Thoao oonolusiona 
were reiterated hF the whietieblouers who testified before the 
Goanittee on Sgptedber 23, 1993, and to soae extent, by the RTC's 
IG. Please identify the total aeount of contracts that rtc has 
entered into to dele. . 

9. Please identify the total anouat of recoveriae that rtc V/ ' 
has secured from contractors who have violated RTC rules, failed 
to parfosa servioos, or otherwise not nee the terms of thsir 
oontraots with the RTC. Please include in your answeri 

(a) all RTC oontraotors frcai whom the RTC has aacured 
reeoveriesf 


(b) the date and aaount RTC paid each eontraotori 


(e) the date and 


of each re c overyi 


(d) the reeeon for each recovery. 


ReteiietiOQ Rgeinet Rhietieblowiars 

Many of the RTC wfaiatlabloiiera who teatified here last 
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Saptenber about problems at the Agency, have since advlsea us 
that they have slnoe suffered retaliation. Vhese include Bruce 
Pederson, Jackie Taylor, Debbie Sherrill, Hans Mengledorf, Sandra 
Ghrieman, and Kiohaol Koosola* At tho hearing you apeoified the 
stepe you undertook to insure that the whistleblowers would not 
euffow wetallation ao a rooalt of thoiv toatlioony. In praotica, 
how effective have those steps proven to be? What additional 
Btepa Slight bo takon? Do you boliovo tho BTC has been generally 
effective in protecting whistleblowers? Please Include in your 
anowor any facto xoliod upon by you in responding to this 
Question. 

Bespondlng to Discrimination, Harassment, Bthicel and Personnel 
Vielatioee 


7. BTC whistleblowers who tastiSied on September 23, 1993 
described a pervasive environment of discrimination, harassment, 
ethleal and personnel vielationa by RTC sMnagers at BTC regional 


offices in California, Colorado, Dallas, and Atlanta. 

Plaasa provids a list of BBOC caaQ>laints filsd against BTC 
aaaagers, Including U&w date each such action was Iliad, the site ^ 

of each office involved in each such action, a sumnary of the 
allegations in eaoh such action, the position of eech person 
cited in each such action, the outcome or status or each such 


action, and in each case in which an RTC esQiloyee wes found to 


have engaged in disorlaination, the sanctions, if any, imposed on 
that employee by the RTC. 


RTC sad TDZe Professional Xdsbility U,tigatloo 

s. Hews reports indicate that several recent federal court 
decisions pertaining to state doctrines of adverse domination 



jeopardise a significant portion of RTC and fdic professional 
liability litigation. The dsoisions include PDIC v. Cocke, HL 
409547 (4th Cir. Oct 15, 1993), TDXC v. Dawson Ho. 92-2460 (5tb 
Cir October 21, 1993), R9C v. Ivexbart, BLLR Dec. 10. 1993, and 
PDZe ▼. Alliscn (DC MTsMa, Mo. S-93-CP-59, January 24, 1994). 
There are reports that thass dselsions will advsrsely affect 
forty to fifty percent of the PDXC's and BTC's existing PL8 
casMoad. Please provide the Coamattee an analysis of the effect 
these and relatad daclsions may havs on RTC professional 
liability litigation, in particular, litigation in the states of 
Texas and Virginia. The snalyaia ehould include the percentage of 
existing oases, the percentage of existing potential recoveries, 
and the dollar amoimt of axiating potential reeciveriee placed in 


jeopardy. 


mn 
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Senator Alfonse D’ Amato 
Questions for RTC Oversight Board Hearing 
February 24, 1994 

Questions for Mr. Aitman: 

The RTC has made only sparing use of pubiic auctions 
end appears to have used the services of a ilmited numbers 
of auction companies. 

♦ What is the RTC’s experience with auctions to date? 
Shouid the RTC use more auctions and aiao use more 
auction companies, particulariy smaiier firms? 

Questions for Mr. Hove; 

Like the RTC, FDIC has not used the open auction 
method of disposing of assets to a great extent and when it 
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has used auctions* the agency has used only large 
companies. 

I want to bring to your attention a situation that 
happened earlier this month in Long isiand. FDIC 
reluctantly agreed to hold a public auction of a foreclosed 
condominium in Nassau County. The agency was trying to 
sell the property for $45 million. I am told that the FDIC was 
prepared to hold a sealed bid sale if the auction did not get 
close to $45 million. Well it took only six minutes for the 
auction to sell the property for $55.2 million. 

♦ What la the FDIC'e exparianee with auedona to data? 

♦ Should the FDIC use more actions and auction 

companies, particularly snMiler firms? 


\zo<\n 
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COMKOTTEE ON BANKING, HOUSING, AND URBAN AFBAIRS 
SEMIWiNNUAL REPORT OF THE RTC THRIFT PROTECIION BOARD 
^ FEBRUARY 24, 1994 

QUESTIONS flG^'^^ENATOR BOND - FOR THE RECORD 

ISSUES RELATED TO CRIMINAL REFERRALS 
AND FRAUDULENT ACTIVITIES 

1. FDIC and RTC Procadiurtf. Mr. Altman, Tba FDIC and RTC bava a duty tn 
ead\ receivership and conservatorship and to the taxpayers to maximize recoveries from 
any viable source, including directors and ufflusrs, aocouAtanls, legal counsel, appraisers, 
and Insurance policies covering their professional conduct As I understand it, both the 
FDiC and RTC conduct an investigation into every institutton in its caseload to 
determine potential civil racoveriM and whether criminal conduct contributed to a 
failure. Moreover, an investigator will ooxuiuct a preliminary review of financial records, 
and then will aub^t a post-dosing report within 90<days of the fdlure of die institution. 
The Durpose of the rep^ is to determine which potent claims can be terminated and 
whicA merit further investigative resources. If termination is recommended, written 
reasons for the terminatian must be given and approved. If a recommendation to sue 
is made/ the inveatigator must prepare an ’’authority to sue” memorandum. A referral 
is then made to relevant agency, such as the U5. Attorney for the Department of Justice. 

Was this the procedure followed by the KiC with regard to Madison Guaranty? 


Are these referrals maintained as records at the RTC? If so, will you authorize 
the release of dtese memorandums to this Committee? What recoil will you provide 
to this Committee and under what drcumstances? 1 would like you to prwUie a legal 
opinion for the record describing fully the iusisdiettem of the Coounittee with regard to 
RTC records, such as criminal referrals? Tor example, are there special waivers available 
for the oommittee of jurisdieden? Also, how do the rights of t^ privsts ddasn dlffor 
from thoee of the committee for purposes of reviewing documents? How could release 
of the criminal reforrals pii^dioe an ongoing investigation? Does the White House or 
any emptoyces of the White House or the Qintons have copies of the aiminal referrals? 
If so, how were these referrals obtained? 

Z RTCa Rdatkmship widi the Dcpaitment of Justice. Mr. Allman, 1 understand that 
regional RTC oflloss orlglnaie and refer the *'auttiurity tu sue** uwuiuBaiiUuui lo, ia 
general, US. Attorneys working for the Department of Justice. I assume that specific 
Justice attorneys work thereafter in ooc^un^on with the RTC attnmeys on particular 
cases. Nevsrtheiett, the Madison case nwtilied in 2 separate referrals. Assuming that 
the RFC and Justice work together dosely on referrals, how did 2 referrsls come about 
in ttie MadHson case? 


1 
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How oommon it it for RTC headquarters statf in Washington to review and make 
a determination on a feft»ral7 

What is the RTCt procedure on referrals when a prominent pniblic figure is 
mentioned in a referral? Does the procedure differ from other referrak? Has the 
Madison Guaranty referral been handled differently from otfier referrals? In what way? 

Who is die White House liaison on the Madison Guaranty issues? HMdiis liaison 
or any other White House staff made any requests concerning the Madison 

Guaranty probe? 

3. Other RTC Rclernd Issuca. Mr. Altmaiv it appears that Ihe first criminal referral in 
die Madison Guaranty probe was initiated in fiw fall of 19^. Apparently without any 
d i s c ussi on with Justice concerning the first criminal referral, the ktc then sent another 
team of investigitors to Little Ro^ in January of 1993 to more fully examine the issues 
sunoundlng Madison Guaranty. By October, 1993, die RTC had drafted on expanded 
refeiraL 

UddsiR>rmattyhowre fergjs arehandied? lampardculariy troubled by the feet 
that it took over a year for the RTC to receive a offidal response on the inidal criminal 
referral Alao, is it normal RTC practice to send additional investigators for further 
inveatigatioa on a matter before hearing the status of the fixet xefcrral? In particular, 
were thisre Spedal factors whldi warranted an additional investigation? If so, what were 
these factors? 

I am also interested in getting a timeline and explanation of all criminal referrals 
and related responaes and memoranduma in the Madison Guaranty probe. By this I 
mean, I would like the dates of all referrals aiul responses to these rererrals, including 
the luunes of all Justice and KIC employees involved. If dieae Issues are considered 
confidentiaL how so? Also, how could release of this information prejudice an ongoing 
investigation? 

4. JiiStiGe Memo* Criminal InvcatigatioiiUnwarfanterL Mr. Altman, a March 194993 
memo frmn the criminal diviaion of Juitloe apparently concluded that the inidal RTC 
criminal referral on the Madison Guaranty pi^ **did not appear to warrant inidadon 
of criminal investigation.'' How was dtb decision made in terms of the dedsionmaking 
procedure and the underlying legal theory? Who Is responsible for communicating these 
decisions? 

& Docomenl Invcnloiy. Mr Altmaiv I would like a oomplste copy of the current 
inventory of all documents relevant to the Madison Guaranty and Whitewatar probe. 
I would also Uks a list of aU prior document inventoHfw and dates of diese Inventories. 
I would also like a list of where all documents were obtained frwn and when? This 
Infocmatloii may be pnivided confidandally to the committee. If you lefiiae to provide 


I2.0<jq 
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this infbnnatloiv 1 would like a legal opinion on how the release of this kwentery could 
pf^dica an ongoing investigation? 


3 
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QUESTIONS FOR RTC ACTING DIRECTOR ALTMAN: 


Another area of concern is the seeming lack of coordination between 
the RTC and the Department of Justice. 

- In March of 1992, the New Y ork Times reports on the 

Whitewater/Madison situation with allegations of sweetheart deals 
in return for lenient regulatory treatment, and the issue suddenly 
became part of the 1992 Presidential campaign. RTC then sends a 
new team of investigators to Arkansas to look more closely at 
connections to local politicians. 

Is this an accurate portayai of the reason/reasons that the RTC 
became involved again in the Madison case? It not, what did occur? Who 
made the decision to begin investigation of Madison? Did the RTC regional 
offioe notify the national office, or the Department of Justice that they 
were opening a potential case against Madison? If so who was informed? 


- In September 1992 regional RTC forwards a criminal complaint 
dealing with Madison Guranty to the Depart of Justice. According to 
press reports the local federal attorney in Little Rock is concerned 
that because Bill Clinton is included In the referral, that the 
deoiaion to puraue the case ahould be made in Waahington. Mo sends 
an urgent letter on October 7, 1992 asking for assistance. 

Are the press reports accurate? Please provide a copy of that 
totter for the record. 


- Then Attorney General Barr Is apparently concerned that pursuing 
the case one month before the election will look as if the Justice 
Depsrtmant was being politicized, and so sends the referral to 
career people with OOJ with instructions that it bs treated no 
different than any other referral. 


( 2.(01 
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Is this the RTC'8 understanding of events? If not, what Is your 
understanding? 


- March of 1993 the DOJ reports their recommendation that no action 
IS "warranted% referral and recommendation then forwarded to the 
new Federal attorney in Little Rock Paula Casey. 

Meanwhile, the RTC has decided to send Investigators back to Little 
Rock In Jan ol 1993. and they begin working on second, broader 
referral. 

Is this description of the chronology correct? If not, what did 
occur? 


- In September of 1993 the KC regional office of the RTC, now again 
concerned that their referral will mention the President's name » 
not to accuse him of any specific crime, but noting he may have 
benefited from crimes that had been committed, asks the national 
office for assistance in determining whether the President's name 
is to be part of the .referral. 

Mr Altman has testified that he knew nothing of this request. Who in 
the National offico was aware of the request, and who then made the 
decision to not inform the acting director of the RTC of the 
request.? 


- The new referral is sent to DOJ, and arrives in Little Rock a short 
time before Little Rock federal prosecutor Paula Casey finally 
makee a decision on the original RTC referral - saying she 
"concurs*' that no further action is "warranted”. But she doesn't 
acl on Ihe second referral. 

Is this accurate? Specifically note for the record when the second 
(Oct 1993) referral was sent, to whom, and whan it was recaivad. 


in 01, 
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In addtion, plaasa help the Committee understand: 

•Was there any communication from the field or regional office re: 
statue of the first (Sept 92') referral'? Old mey ask the national 
office for assistance in moving the process along? If so who asked 
whom? What was Washington's response? n possible, please 
provide copies of all correspondence relating to moving the referral 
along. 

•Did Washington follow up by comacting the Department of 
Justice? If so, who contacted who? What was the response, and 
who was it from? Again please provide any correspondence 
pertaining to this issue. 

•Did RTC officials comact the Little Rock attorney's office to check 
on the statue of the referral? If so who made the contacts and 
when? And what was the response? And who was It from 7 Again 
please provide any correspondence pertaining to this issue. 

•What Is the standard operating procedure when the field seeks 
answers on referrals? Is it SOP that the RTC would not hear for a 
year the status of their referral? is it SOP that while waiting, the 
RTC field Office would sand additional investigators to continue 
digging -• and then send up an expanded referral, even before hearing 
on the first? 

•Specifically, who decided to send RTC investigators back to Little 
Rock In January of 1963? Was Washington informed? Did local or 
regional office ask permission to proceed, given that no anwers had 
been forthcoming from Justice on the first referral? Was Justice 
informed of this action? If so, who was informed and when? 

Again please provida any correspondence pertaining to this issue. 

•What was the reason for the decision to send personnel back to 
Little Rock in January 1893? What happenad between September 
1992 when the RTC sent up Its criminal referral, and January when 
they aent investigatorB back to Little Rock? 

*Wae the RTC - either local, regional or D.C. Informed of the March 
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19, 1993 rramo by DOJ that RTC referral *tiid not appear to warrant 
initiation of criminal action’? Why not? Who is responsible for 
communicating these decisions? 

•When the second stronger, broader referral was sent up in October 
ot 1993, did the Hiu maae a specific pusn to Justice saying we nave 
more information, please make a decision? Was the RTC informed 
that the decision was at that point resting In the hands of the Little 
Rock federal prosecutor? Did they send the referral directly there, 
or a copy directly there, knowing of the delays of the past? 
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COMHrmS ON banking, housing, and urban affaibs 

SEtO-ANNUAL HEP<»T OF THE BTC TIiniPT PROTECTION BOARD 
FEKtUABTH im 


QUBSnONH FOB SBMATOR BOND 
BTC AFTOBDABLB HOUSING FSOQBAM - 




1* HOLDING PSBIOD. What U tha hniijiiy period beihre sale of 
booemg in the RTC Ai!hitliMa HcMidiig ie ^ per ^ ooet to the 

BTC fbr tliia boldine period? 

% AFPBA18ED VALUE. What percent oftheappraiaedTaluodoee the RTC receive 
OlV.mMtif]uilUyhmiiineintheAflMableHooaiiieProeraiD? Howlathled«i«ruiiuod? 
Hoiw recent are the aroraieala and how are the appraiaala conducted? 

X PUBCIXASB MONET M0B1GAGS8. How many angle family enii nmltifemily 
pnperdee in the Affordable Houaine oroeram are a^ ^th porchaae money 
mortfafed'/ What perantaieofthepropecttea in the AlXbnlableHeaiiiifproaram are 
eold with purehaae money mortCMad? What ia the rate of daHinlt for theae 
pnqMTtfea? What atepa doea the BTC take to avoid defhult? 

4. 8TATUB OF CONSOLIDATION WITH FDIC AFFORDABLE HOUSING 
PROGBABL What la the atatua atttm conaoHdatiau of the RTC and FDIC Afiordablc 
Rooaina proarama. What ere the mrtatanding iaaiiia? 

8. HUD DBMON81UAT10N. There ia a propoaal to tranafer M HUD-owned 
multiflMnilybooiinf imptrtiea to thi RTC fbraale to determine the eflkethrenea^ of 
uiinc re nt ry teiettooa for loer-inoome uae ea o ppo eed to eection 8 de^-.eebeidiee?. 
Dote the BTC aapport thia propoaal ilnoe It ie echoduled to CO out of .hdihMiir at the 
and of 19987 WonHtliU prepmintaitea with the abihty of the BTC to manage 
end fell ito ewa eflbrdeUe heiieuig inventns^^ 

: Rl€ MANAGEMENT CAP AC^ 

L BICMANAGEBIBNrGAPACinr. What atepa haa the BIU taken to improve 
ito maaegeaMBt eapaoitj with leganl to the r e quir a m ente of the RTC Compieiioo 
Act? 


|Zlo5 



4668 


AiUAmalD Re 

■ " NEW YORK 

Ow mef; WtthlngioB « PwnkColinun « 2<tttt2»<4»a WwrYotli » Zinl»Miieti« » 2i2ff36^air' 


rOR XMMBOIASB RBLBkSli COMTKCTi Wxaxik CoImma 

Tuesday, Harob 1 , 1994 ( 203 ) 224«6498 


n*aii>.»n «r.>a— ■»— wni— aum— n— w im emmm amr mrwwimas 
*PRSRm OF IMCIPTIOS* COt U BIB B I« lODISn/IBITBinTSR JU7AIR 

WASHZIIGTOII — D.a. Senator Alfonaa D'Amato (R-NY) today called 
for Sanato Banking CoMittoe hearings into secret briefings 
provided by the head of Resolution Trust Corporation (RTC) for 
senior White Rbnse political staff about the agency's 
investigation of the Madison/Whlteiieter affair. 

D'AiMtto also charged that since the disclosure of the secret 
"heads up* was revealed at last Thursday's Banking Cosaittee 
hearing, the White abuse was continuing its pattern of deception 
by suggesting that the aasie briefings were provided to Congress 
and the press. 

"The White Bouse has now ccsyounded these shocking 
revelations by stating falsely that Congress and the esdia also 
received these briefings,* D'anato charged. *At the tine this 
secret cabal was nesting at the Whits House, I was speaking out 
on the Senate floor about the RTC's failure to provide our 
Connittee with any infoznation about its activities on the 
Nadison/Whitewater ness. And Z have yet to encounter a reporter 
covering this story wiw says he or she was briefed by the RTC, 
let alone its acting CBO.” 

D'Anato, senior Rmiblican on the ccsnsittee, added that the 
exposure of the secret oriefings at a Banking Connittee hearing 
proved that Denocrats needed to end their "footdragging” over 
whether or not to hold hearings. 

"Only through a Congressional hearing did we learn of this 
very reel threat to the integrity of the RTC's investigation," 
D'Asuito pointed out. *We have a responsibility to the Anerican 
people to fulfill our Isgitinate oversight function. 

"The Dsnocratie nsnbers of this connittee nust understand 
the threat is not Congressional inquiry, but aecxet, high level 
off-the-record 'heads-up' nestings between top Adni^stration 
officials and White Rouse legal and political experts," the 
Senator stated. The secret briefing, described as a "heads-up” ty 
acting RTC head Roger Altsnn was presented to White Houmo Ccuniral 
Bernard Wussbaun, Deputy Chief of Staff Harold Zckes, hlllary 
Clinto.\'s Chief of Staff Bergaret Willians and Treasury General 
Counsel Jean Ransen. 

Aaong the questions D'Anatc said could be answered by a 
hearings IWiy do?s ^ite Bouse Cc^ti^sel Mr. Russbaun need to be 
briefed on the RTT:'s investigatic»n of Madison that does not 
involve the PreaiHont in his offi.oial oapaeity? And what about 
Mr. Zckes and Ms. Williaes? Why in the world would these 
political operatives need to be rtriefed by a top agency official 
on an investigation that has not*%ing to do with the Bxecutive 
Offio«*< of the President? were any confidential or non 
.-sonfidential RTC or law enforcssk nt docuMuts or other eaterlals 
used during the briefing? 
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NEWS 


U.S. SENATOR FOR K A W S A 5 


FROM: 


SENATE REPUBLICAN LEADS 



FOR IMMEDIATE RELEASE 
Monday, Fabruacy 28, 1994 


CONTACT! CU^UCSON KINS 
(202) 224-E358 


ALTMAN CONFLICT 


“*>?*^">water-Madi«oit Rayalatlon 
nnderacoraB M»ad for Conaraaalonal nearlnoa 

Iinagine rhlsi Ronald Reagan, as Governor of cali,fornla, 
boeomes a 50-50 partner in a real estate deal with tl^e owner of a 
California savings and loan. The SaL goes under, is ;#el2ed by 
federal regulators, and a series of criminal and civijl 
investigations are initiated by federal regulators. 

Governor Reagan becomes President Reagan. l^e appoints a 
close personal friend and top campaign official, Jim Baker, to 
head the independent agency charged with overseeing the S&L 
industry and with oringing civil and criminal actions against S&L 
wrongdoers . 

Press reports suggest that the President may bo 
indirectly implicated in a civil suit brought against the 
California S&L by the supposedly independent federal iagenoy. 

As the expiration data for the civil statute of limitations 
approaches, Mr. Baker meets at the white House with Bd Meeee, 

Mike Oeaver, and other White House political officials to discuss 
"the status'* of the agency's investigation. The White House 
meeting is shrouded in secrecy, only to be revealed weeks later 
because of congressional prodding. 

Of course, this is all fiction. But, it's fair to say 
that if these events had indeed occurred during the Reagan 
administration, the expressions of outrage in the press, and the 
clamor for congressional hearings, would have shot off the 
political Richter scale. I 

Th« Canfllett t aelacad RBcnaal j 

Last Thursday, Roger Altman, a college classmate of 
President Clinton and the acting C.Z.O of the supposedly 
independent Resolution Trust Corporation, revealed far the first 
time that he sought out a meeting with White House officials, 
allegedly to offer a "heads up* on the so-called Madison Guaranty 
statute of limitations issue. According to Mr. Altman's own 
sccoxint, he didn't even seek a meeting with David Kendall, 
President Clinton's personal attorney, but rather with White 
House “political* officials— Bernard Kussbaum, Harold lekes, and 
Margaret Williams, the Chief of Staff for the First Lady. 

With the exception of the New York Times and the 
Washington Times a and today the Washington Peat > the press 
reaction to the Aitjaan revelation — and the glaring conflict of 
interest it describes— has been muted at best. Zn feet, 

(more) 
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nttA TtodAv reported that tho Altun maeting was "oinor" and thaca 
waa probably "nothing inpropar" about it. Apparantly, Mr. Altaan 
didn't buy into this banign daaeription# ainea ha finally raeuaad 
hlaaalf from tha Madison natter last Friday. 

HMOd <oy at^gingf 

Mr. Altman *8 shocking revelation underscores the need 
for full congressional hearings on tha Madiaon-Mhitewatar affair. 
As the Mew York Times editorialised yesterdays "Senator Donald 
Riagle#. tha Chairman of tha Senate Banking Conmittaa , ^ needs to 
step up his Committee's oversight aetlvities .... Opposition 
leaders are right when they say that a Republican White House 
that so recklessly meddled in the Justice OOMrtmant,- tha R.T.C. 
and other agencies would be shelled with endless cong^ssional 
Investigations . " Unquote . 

%e bottom line is: the American people noW know about 

Mr. Altman's unseemly meeting with White House offieitels 
precisely because Banking Conaittee Republicans used (the 
opportunity of an R.T.C. oversight hearing to ask MadAson-related 
quaatloas. If there had been no hearing, it's unlikely this 
information would have surfaced anytime soon. And itps clear 
that Mr. Altman recused himself only because of the n^atlve 
publicity his meeting inspired. 


The Altman ravalatlon also raises other impc|rtant 
questions I did Mr. Altman have any contacts with tha FDZC while 
tha FDZC's legal division was preparing its "conflietiBi^of- 
interest" opi^on regarding tha Rose lav firm? If so, what vara 
tha nature of these contacts? Has Mr. Altman had mf discussions 
with Webstar Hubbell, a former partner of tha Rose lav firm and 
now Aflsoeiata Attorney General, regarding tha RTC's driminal 
referrals on Madison *and the RTC'a pending civil investigation? 
And has Mr. Hubbell himself had any contacts with officials at 
the FDZC, the RTC, or the White House about any element of the 
Madlson-Whitevater affair? [ 

Why did White Rouse Counsel Bernard MussbauA meet with 
Nr. Altman In the first place? Surely, he was ewareiof the 
improp ri ety of such a meeting. Has Mr. Mussbaum been in touch 
with tha RTC, tha roZC, or the Justice Department about Madison- 
Whitavater? r 

You know you're heading in tha right direction when 
tough quaations are responded to not with substantive answers, 
but with personal attacks. Unfortunately, David Wiloolm, the 
Chairman of the Democratic National Cosnittee, took this low-road 
approach idien he fired off a letter last Friday personally 
attacking tha integrity of Senator O' Amato, the ranking meiid>er of 
the Senate Bonklno Committee. 

Zf Mr. Wilhelm believes these bullying tactics will 
somehow intimidate congressional Republicans, Z have> sosm bad 
neve for himi they %«oa't. We will continue to ask the tough 
questions until the American people get the full accounting of 
Whitewater that they deserve. 
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me 

RESOLUTION TRUST CORPORATION 

KcMivMit I’hc Crisis 
Restoring Th« Confidence 


February A, 1994 


MEMORANDUM TO THE FILE 

FROM: Ellen B. Kulka 

General Counsel 

SUBJECT: Madison S&L 



These are the talking points for anyone authorized to discuss 
the Madison situation. Additional infomation should not be 
supplied unless it has been properly approved. While this is 
standard procedure, anyone authorized to speak should be aware that 
the discussions of any additional information could have an impact 
on the agency's legal position in any matters arising out of 
Madison. 


Attachment 


cc: Altman 

Hanson 
Ryan 
Dudine 
Katsanos 
Knight 
Hindes 


601 17th Sfmmf. N.W. Mlatfiingtan. O.C. 20434 





4672 


MADISON GUARANTY SAVINGS ASSOCIATION 
TALKING POINTS 

1 . On February 23, 1989 Madison Guaranty was placed into 
conservatorship with the FDIC as managing agent for the FSLIC. 

2 . The FDIC was responsible for managing S&L's that failed in 
1989 until this function was transferred to the RTC upon its 
creation on August 9 , 1989. 

3. Congress decided that the statute of limitations in FIRREA did 
not provide enough time to address all potential claims. 

4. with the enactment of the RTC Completion Act on December 17, 
1993, the statute of limitations within which suit could be 
brought for certain kinds of claims was extended for an 
additional two-year period from the date when it had already 
expired. 

5. The claims to which the reopened statute of limitations apply 
are for civil fraud and intentional misconduct. 

6. Upon the enactment of the Completion Act, the RTC began 
reviewing institutions including Madison in situations where 
the reopened statute of limitations would expire shortly. 

7. In the case of Madison, if such claims do exist the RTC will 
vigorously pursue all appropriate remedies, with full 
awareness of the limited period available. 

« 

8. The RTC's jurisdiction is solely as to civil claims. Any 
potential criminal matters are within the jurisdiction of the 
Justice Department. 


aT On January 21, the RTC received a letter dated January 10 
addressed to Interim CEO Altman (signed by Senators Dole, 
D'Amato, Pressler and Representatives Leach, Fish Michel, 
Clinger and Myers) that asked for response to an attached 
letter dated January 11 regarding tolling agreements. 

b. On January 25, Interim CEO Altman received a letter from 
Senator D' Amato asking about what actions the RTC has taken 
"to ensure that the applicable statute will not expire." 

c. The RTC responded on February 1. The response stated that 
review of potential civil claims is underway and that, if such 
claims do exist, RTC will vigorously pursue all appropriate 
remedies using standard procedures. 


IZIZZ 


February 4 , 1994 



4673 



IZf33 
























IZtSf 








































































4675 



( 2.(35 
































4676 



/Z/36 









































DATE lK^C\m¥m (tUle/description/daie) RELEASED REVIEWED 


4677 


‘I 


HI 



^ ^ ^ 
ttl U ttJ (X) 

B S 9 9 

ui 3 u (S 

C/) CO CO CO 


txl U) (X) tx) 

§ § § § 

OC OC OC OC 

2 2 2 2 

g i i g 

(M V) M M 


I 1 

1 I 


111 

02 O 

il i 


f 

? gs 

£ 

5 • a 

Q § m 
to g, 

I 

o 


i * 

§ -a 


fe i 
^ I 


C 3 -! 

1^1 
^ -i ii 

1 1 ^ 

I ^ » 

3 2 < 


5 S 5 

I § i 

^ 8 S 


a ^ ! 
S I ^ 

^ 5 fc 


s £i z 



/2./S7 















































DATE l)OC\m^Em (tuie/descripdon/daie) RELEASED REVIEWED 





































4679 


A» MnwD«t. NovoiiaM. IW 


ThI % >SMI>CTnw PWT 


Clinton Ex-Partner s 
Path to Banlmiptcy 

Arkansas Banker Mixed Politics and Risk 


By Michiti WcMkop{ 
iod Howard Schntidar 

Ns Sh« Vfwn 

LITTLE ROCK. .Ark.-Not 
long atter Bill Clinton reclaimed 
the governorship in 1983. his 
old fnend jim McDougal landed 
on the fast track of finance. 
McDougal’s Madison Guaranty 
Savings and Loan opened a 
branch office in Little Rock« 
transforming the rural East Ar- 
kansas thnft into a player on the 
center suge of sute commerce. 

For years, the two men had 
traveled the same road as Dem- 
ocratic Party activists in a poor, 
conservative state. McDougal 
supported Clinton for governor 
in 1978. and Clinton brought m 
Mcl^ugal as a top aide. When 
the governor was defeated two 
years later, their careers 
branched in different direc- 
tions— Clinton to the political 
comeoack trad and .McDougal to 
the world of banking. 

But for .McDougal. .Madison 
became an extension of politics. 
The thnft was his base for 
wheeling and dealmg, whether 
the task was raising funds for 
Clinton or launching one of his 
many business deals. His part- 
ners ranged from friends and 
relauves to the elite of Arkan- 
sas politics, indudinc C l i n to n , 
his successor as governor, a 
former U.S. senator and a sup- 
porting cast of local pobticians. 

Today Clinton is president. 
McDougal IS an outcast and 
Madison is defuna. Yet the old 
ties still bind: As part of a 
broader investigation into Mad- 
ison s affairs, federal authorities 
arc trying to determine if 
McDougal broke banidng laws 
to help Clinton and other pol- 
iticans. 



J in McOmfak 

From outward 
appearances, the hanker 
was winning big in the 
mid-1980s, and the 
politicians he brought 
into his deals, including 
Bill Qinton, fed his 
reputation. 

Investigators are enmining 
wkecher McDougal illegally di- 
verted depositor funds to Clin- 
ton's 1984 campaign for gov- 
ernor. and whether a company 
own^ by Clinton and McDougal 
i mp rop er ly benefited from a 
misiiae of Madison funds or 
from a loan backed by the SmaU 
Business Administration. 
McDougal. who was acquitted 
in a 1990 bank fnud case, d^ 

rues improperly using the S&L's 

funds. 

Clinton has insisted he had no 
kMwIedge of McOougal's ac- 
tivities. Federal invesugamrs. 
however, have listed the Clin- 

- 4 - 


tons in a small circle of McDou- 
gal assocutes who may have 
benefited from McDougals 
banking practices. 

Beyond the question of 
whether Clinton reaiued any 
financial benefit, one thing is 
clear At a tune when McDou- 
gal's operations at .Madison and 
another bank were being sharp- 
ly entidaed by federal regula- 
tors and then-governor Gin- 


himself on an uttimam knowl- 
edge of his state and its people 
remamed closely tied to a con- 
troversial fnend. 

Throughout most of the 
lOOOe, CfatQw continued to entrust 
McOoufd wim the management of 
tbs Omik land dev el opment ven- 
tore they joinily owned, 

it agpearsd to be steadily 



SSoilfH mealls. McO^ 
pnovtly awMdsd a l2,00(heMih 

rtoiMr to Rost to r epmenr the 
; to formar thnft of- 


psy off dshes from his 1984 cam- 
paifB, McDoufff agam was of ser- 
vice, b early 1988. McDougal 

mSm IN^ accL^ 

camp^piondala. 

MeOoiitritnioytd accM 

to dM ■BMmor't oflet. Mteintd 
lO Mic w nil And In uaM m 

j a ptoiea iht coni of 

, bt im a CandiiB tooraa 
CBnoa’t nano n a ttfn- 

Ha halpad Madiaaa «n a 

tlJOOananli nan laan te a 


CONTXNUBO OH THE NEXT PACE 
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a :-:.cir.«5. -.r.a '.e :r-s5urec 
i icate :c:cut .mo oroooin? a com- 
piaifu aoout one ot .MacUson s pro* 
.ects. jn iruormed source said. 
McOou^ai had bragged chat while 
the Official might be reporting to 
the atiomcv general. *1*11 be siiung 
in the governor s office.” 

In detailed repom. federal bank 
examiners outlined a senes of bank* 
mg activities that they said ran 
afoul of state regulations. They 
charged that Madisons manage* 
mem was imlating profits, lending 
money to fnends and politicians on 
preferential terms, and funneling 
millions of dollars m fees and com- 
missions for S&L land deals to a 
small group of uisiders. When it was 
taken over by federal regulaton in 
1989. .Madison's estimated $47 mil- 
lion loss represented an unusually 
large percenuge of its assets com- 
pared to other failed thrifts. 

From all outward appear an ces. 
McDougal was wummg big in the 
mid-1980s. He tooled around Little 
Rock in a baby blue Bentley and 
Jaguars. His tbea-wrfe. Susan, be- 
came a minor Arkansas celebrity 
when— <lad in hot pants and riduif 
a white horse she appeared on 
televuMo to promote the thrift's 
land development prqiects. 

The piMtkvM McOongal 
brought into ha dcils— Oiotoo, 
former U.S. senator J. WOhaffl Pul- 
bnght (D-Arfc.). focmer represent- 
ative Jim Guy Tucker (l>-ArlL), who 
la now governor. 1990 Republican 
gubernatorial can dida t e Sheffield 
Nelaon and McOougal's hrother-m- 
taw. fonner sate senator wafiam 
*Friendly^ Henley— fed ha repu- 
atioo as a kingmahef. 

When the McDougrii n ee ded to 
raiae money in early 19M. thty had 
a ready source tu David a 
pan-time muni d pe l pidit. 
owned a finance company here that 
was backed by the federal Smal 
Business Adnunatratao (SBA) to 
help disadvantaged oompadia. 
That March, be lent Sunn M cDoo- 
gal $300,000. juadfying the loan as 
financial siaistance to a female co- 
trepreoeur. 

But Hale has now said that both 
Clinton a^ McDoupl pressured 
him to make the loen far anot h er 
purpose. At the time. Madfeon was 
about to undergo a rigorooi case- 
ination by federal rejpilatori and 
McDougal needed an infusian of 
cash to helo clear up the SftL's 


>XMu. Haie las saiu. The 
House nas denied Clinton ever aad 
such discussions with Hale. 

i've been involved m politics 
with these people since 1 was 18 
years old." said Hale. “They needed 
help, and 1 helped them.” Hale has 
pieaM not guilty to charges of de- 
frauding the SBA m connection with 
the financing of his investment firm. 

When McDougal was questioned 
about the loan recently, his expla- 
nation raised more questioos about 
bow Che proceeds were used. With- 
out the Clintons' knowledge. 
McDougal said, he used part of the 
money to buy more property for the 
Dark land development company 
he and Susan owned with the Clin- 
tons. The SBA-backed loan was 
never refMud. Susan McDougal said 
she does not recall how the loan 
was used. 

Hw Easy Marriage 
. OfBanKiaf andPelitics 

In Arkansas, banking and potitka 
ate as closely intertwined as m any 
sate. While lar^ banks came to 
donunate the financial life else- 
where. laws here have preserved 
Che independence— and political 
infiuence— of the country banker. 

With strong ties to both political 
parties, bankers m many Arkanaaa 
counties serve as an informal net- 
work for campaign hmd-nismg and 
oraaniation. 

In thrsate's tiny, insular towns, 
the local bank's "coffee room* is a 
vital social center aa well as a place 
to hsfile over loons. When the po- 
bticil leiion rolls in. borrowers are 
often inviied to fend-raoeri in su|h 
port of the honhers* favored candi- 


aramitftto sqmi.* State' Sen. 
W J>. W* Mooce Slid in an inter- 
vitv drtfef Qjntao'a^presidm ^ 

people to whom he has loaned 
money. ... He seyt. 'The bank ia 
foing to apport John Jones, we 
urge yon to support him. ... If 
yon'ie going to borrow mooey in 
tht notf future, it would be a good 
idea to como to tho fish fry and 
bring a chock."’ 

Ifeny of thi smse hulmn. in 
tun. enioy a budl-in lobby on leg»- 


:ate ooarus ana j-ammisj cr.s -^at 
jversee economic 3«ve!oo»rv!:t. 

In this tw^wrr reacwnimo. oanxs 
'«n (he 1980s often gramed pouucians 
unsecured loans, according to Marbn 
D. Jackson, a banking comnuasaoner 
under Clinton. ‘Just a slight accom- 
modation for people of prominence in 
state government.” he said. ^The 
notion IS you somehow ingratiate 
yourself slightly by doing this.* 

When Clinton and McDougal 
were financmg their 1978 purchase 
of a 230-acre craa of land ia the 
Oarks. for example, the $20,000 
down payment came from aa unse- 
cured loan at a Little Rock bank 
whose board of directon included 
Clinton’s top campsign finance of- 
ficial that year. Walter A. OeRoeck. 

Further of what became 

known a Whitewater EsUtes came 
from banks owned by Maunce South, 
a mfrfor and mgior fend-raacr 
whom Ointon later appo mt ed chief 
of the g ov er nor's ffaff. and by Jack- 
son. 

were raised during the 

culm's httsinfsi dealings with 
McOougiL an official of a company 
regulated by the sate. Qiatoa said 
then "was no im propri e ty." His 
co mnusi k Mi ed a report 
that faund DO wrongdoing. 

AMm to Folbriglit 
fiirn a Wtadslilp 

Tht McOongy-Oinion fticndffdp 
datai to 1968. whan OhKon 
ihnwod up here to vokto mr far 

tMom CoM Wii t t w. McDougff. who 
rm PhM^s Lftllt Rocfc oOet. 
ptayid a pimocllvt big bfothrt to 
CBilon. who wis gtai ytan foiagv. 

M^^od the tagv 
ooBtii sigdw to drive Fuferight 
00 a cnpmga swigg. CBnion Irt tht 


than feft tht vfhiefe ■ a hotti tow 
soon Whao Fuferighc was calid 
ont of tht ahownr to movo d. ht 
found hii driver. Cfinton, in hMtd 
dehito with a local Dcsmaitie poL 
MeOougri and Ointon shmid 
coanoo room, both com i ng ftnm 

Arhaoioa townn. Tlmy re v el ed in 
storytofing. loved poilies and idol- 
i»d tht ceniufy*s two great, fitsh- 


lativa iaauas iod gee sppoioced to the 
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:res3in« Democrsta; canton was 
iscuuted bv Lvndon B. Johnson s 
^owers Of persuasion: McOougai 
ouid recite Franidin 0. Roosevelt s 
Fireside Chats'* in a flawless Hyde 
Park accent and smoked cigarettes 



Jl« TMiier. iwv fev«iitr« 
ae^lrtd land In Castli 
Grande trader eam develednient 
with ieane freai Madleen Gaaranty. 

from a holder, cocked FDR-style, at 
.1 45-degrce angle. 

Both longed to be players. While 
Clinton was elecuble. becooung at- 
tomey general in 1976 at age 30. 
McOougal. gangling and intellectual. 
:>eemed destined for a career as ad- 
viser. In his only race, he was 
trounced in a 1982 run for Congress, 
jeteated bv Reo. John Paul Hammer- 
:>chmidt (R). WHO had narrowly beat 
Clinton eight years earlier. 

McDougal found politics and fi- 
nance an easy marriage early in hts 
career, speculating in raw land with 
Fuibright in the 1970s. In 1978. 
just before Clinton won his first 
term .is governor. McOougal in- 
vited the Clintons to invest in 
Whitewater Esutes and they 
formed a small developiiieat ooni- 
pany. Soon. .McOougal joi n e d the 
newly elected governor as an ec^ 
nomic development adviser. 

McDougal s first foray mto bank- 
ing came in 1980 when he bought 
the tmy Bank of Kingston. Two 
years later. .McOougal bought Mad- 
ison. launchmg the ma-and-pa thrift 
on a path to exponential growth 
that turned the would-be politician 
into a financial player with a ready 


nec.nanjsm :or :inanc:na rcecuia- 
:ive real estate deais. 

.A big break came in September _ 
1983. when .McDougal received the 
permission of sute regulators to 
open a Madison branch here in the 
aute’s center of politics and money. 

He located .Madison on the 
fringes of downtown Little Rock, 
renovating a laundry plant in the 
rundown Quapaw Quaners and 
painting it maroon. Offering the 
highest depositor interest rates in 
town, he worked through brokers 
around the country and began draw- 
ing deposits by the tens of millions. 

To reguJaton. he talked of plans 
for Saturday hours, a quicker pro- 
cess for openmg accounts and nagh- 
borhood rehabilitation loans. But in 
the view of friends, the thrift gave 
McOougal a way to wield influence. 

“He didn’t seem consumed with 
money for the sake of nches." said 
Steve Cuffman. a Little Rock Uw- 
yer who became Madison's chair- 
man after .McOougal stepped down 
in 1986. *It was more that he 
wanted to see how much he could 
make to prove who he was.* 

Mmpnidciit Loans' 

Raisod Concorns 

Within Clinton’s cabinet. .McOou- 
gal's >>anicftn practices soon raised 
concerns, in the fall of 1983. bank- 
ing commissioner Jackson told Clin- 
ton he pbnned to order .McDougal s 
Bank of Kingston to stop making 
“imprudent loans." informed 
sources sanL Jackson had found that 
the made too many nsky loans 
and too many loans to friends of 
McOougal— a ptttem repeated lat- 
er at McOoufil't Madisoo S&L 

Within a yev . federal regulators 
also began raising questions that 
were shared with sute regulators 
in a scries of critical reports about 
Madison. 

In early 1984, the Federal Home 
\^n Rank Boird concluded that 
investmenu Madiaon made through 

a real estau subsidiary were double 

the level allowed by Arkansas Uw. 

Two years later, federal exam- 
iners cooduded that the practices 
of Madison managers were “a sig- 
nificant threat* to the institution. 

By 1989. federal officials took 
over the msucuoon and then closed 
It. The governme n t qinckly brought 
a narrowly drawn cnimnal case 


.jainst McDousai. out .i :oon 
rrai investigators years iCr.ger 'o 
piece together more complicated 
Madison transactions, including 
jome involving political figures, and 
recommend a broader criminal in- 
vestigation. Last month, investiga- 
tors forwarded a new set of cnminal 
referrals to the L'.S. aiiomev here. 

Today, as a Justice Depanment 
team continues to sift througn the 
S&L’s wreckage, investigators are 
trying to determine whether 
McOougal used up to a dozen shell 
corporauons to funnel depositor 
funds to various insiders, to Clin- 
ton's 1984 gubernatorial campaign, 
and to the account of the White- 
water proiect owned by the Clin- 
tons and McDougals. 

Sources said that Whitewater 
overdrew lU account by checks to- 
taling S60.000 in one sa-momh 
period, with part of the money go- 
ing to .McDougal directly and part 
to make payments on loans at Mau- 
rice Smith s bank, where both 
Whitewater and the Clinton cam- 
paign had borrowed money. Inves- 
tigators are examining whether 
those overdrafts were ultimately 
underwritten by depositors. 

Bank exammacions indicate that 
overdrafts were a commmon prac- 
tice at Madison, with McDougal at 
times juggling hundreds of thou- 
sands of dollars in checks from com- 
panies that had insufficient income 
to cover them. 

Often entering deab on the basis 
of his “intuttioo.* McOougal would 
wait months before orderag ap- 
praisals of property Madiaon was 
investmi m. and grosily underrate 
deveteproent costs in order to rec- 
ord higher profits on paper, exam- 


pUnned for a rocky 
coast of Maine where McOougal s 
hero Roosevelt spent bis summers. 
Exammers noted the " s c en ic b«i- 
ty* of the Campobeio proiecL B« 
as a potential resort, they diamiMed 
uL^Lmih COM and foggy.* 
severe tides that left waterfront 
lott a mile from the ocean. 

Although technically it was to be 
a joint venture, with risk supposedly 
spread among the partnem. ^nk 
examiners conduded that Madison 


CONTINOCO OM Tilt NtXT »AGt 


/Z/V/ 


-6 


4682 


-'5^n::a.*v nr.ancera fn:;re iZ.7 
■^:iJicn ^eai. ana stooo to oear vjr- 
* jailv tne enure !oss. 

The Castle Grande development. 
3 1. 100-acre proposed trailer park, 
attraaed some of Little Rock's 
•'ighest-profile political figures. Ful- 
onght ind now-Gov. Tucker both 
icquired land in the project with 
Madison ioans. Tucker was lent 
>260.000 to purchase a S125.000 
piece 01 property, and used (he rest 
of the money for other projects un- 
:d he repaid the loan this spring. 

The mooile home lots didn't sell, 
ind bank examiners later concluded 
that Madison had again assumed 
virtually all the nsks of a dubious 
project. 

strong Personal Bond 
And Business Ties 

In their heyday in Uttle Rock, it 
seemed the Clintons and McOou* 
cals couldn't get enough of each 

other. 

There was “an unbelievable re- 
lationship* between the fut-rising 
politicians and the fast-rising entre- 
preneurs. their business ties a mere 
extension of a strong personal bond. 
Susan .McOougal said in a recent 
interview. 

Today, (hey have grown about as 
far apart as any foursome cul 

After the thrift failed. .McDou- 
gal's world unraveled. In L9M. he 
was tried and acquitted of bank 
fraud charges. A year later, he was 
divorced by Susan and declared per- 
sonal bankruptcy. The formerly 
freewheelmg lender listed assets 
worth S300. 

While the president hosa world 
leaders at the White House. 
.McOougal spliu his time becwcca 
his lace mother's house in ArksM 
phis. Ark., and a friend's tnficr 
home. Susan is charged in co«t 
papers in Los Angeies with cabee- 
zlmg $188,000 from co adu c t a r 
Zubm Mehu and his wdii. Kiocf. 
for whom she worked briefly ae e. 
personal bookkeeper, to an inter- 
view. Susan McOougal denied the 
charge. 

The paths of the old friends di- 
verged by 1988. as Clinton btfan 
building, his natioiial repucatioa. 

That summer, he took the scait 
bt the Oemocncic National CoBftB 
tion to nommace Michael S. Oukakia 
for president. That November. Hi- 
lary Clinton wrote to the MeOou- 
gais. asking that they give her pov- 


rr oi i::omcv >er »V'-itewater 
Tnterpnse so inev couiO sen ori me 
remaining propeny ana get ail that 
behind us by the end of the year.* 
T'ne White House has not re- 
sponded to questions about the let- 
ter ana whether me power of attor- 
ney was granted. 

.McDougal continues to cope with 
a senes of health problems that be 
gan in 1986. when he was hospiul- 
tzed during a “flond manic epis^.* 
according to the notes of a psydu- 
atne exam conuined in the court 
file from his earlier case. His behav- 
ior was “characterised by increased 
energy, increased ulkauveness. 
‘felt mvinable'. used poor judgment 
with money, and apparently mrily 
lost his whole business and savings 
in unwise real estate and other m- 
vestment ventures.* the notes say. 

As McOougal underwent treat- 
ment and awaited his fraud tnaL the 
well<onnectcd group of people that 
hovered around him in the 1980e 
quickly disappeared. 

Asked recently about past deal- 
ings with McOougal. Clinton replied 
cunly. “Old story." 


3ut *.o ’.“e *3iJ<n -r.'.resrer.evir. 
'he past ;s nan to >. a 

'.ember inier\iew. .ic cw;..*u any 
wrongdoing anO aembuted .MaOi- 
son s prooiems in me 1980s to Re- 
publican prosecutors gunning for a 
prominent Democrat and to em- 
ployees he trusted to run the 
thnft’s financial affairs. 

He holds no grudges, except oo 
^ne count. During the presidential 
campaign. .McDougal's mother. L^ 
rene. an avid Clinton supporter, 
constantly asked about “Biil.“ 
.According to McDougal. Clinton 
called the aged woman, and she wu 
left with the impression that her 
son might join lus administratmo. 
McDougil was left with the indig- 
nity of eiplaining that he had not 
talked to Clinton for years. 

*He lost all of his conucts.* said 
Sosan McOougal. describing her 
former husbeiid's crash. “He really 
went from a man who had every- 
thine to an invalM.” ^ 

. 
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Altman Ascending 


Depvty IkwoMry 
sMretary Reg«r C 
Abman has botooM 
ooa of Bill Cllntoo's 
mosttrastad 
troubieshoeters. Is this 
politically sowy Vtall 
Strooler oimiog for tho 
top fob at IVeosory? 

BVPMILSTAROBIN 


C an one man serve two masters? 
Scnpcure says na but deputy Trea- 
sury secretary Rofer C. Altman 
seems determined lo prove oilier- 
wise by operatinf not only as Secretary 
Liovd Benuen s No. 1 man but also as a 
sort of troubleshooter without pumoitu 
for Bill and Hiilarv Rodham Qinton. 

Deputy Cabinet secretanes generally 
are at the beck and call of their Secre- 
taries and sometimes aren t asked to do 
much more than provide fresh pencils. 
But Altman, a'boyish-lookinf 47.vear-old 
investment banker who made millions on 
Watt Street m the 1980s while busily net- 
workinf onth Oemocrauc Party bigwifs. is 
no ordinary deputy. For one thinf. he has 
known the Qintons for yean and was a 
Close, loyal campaign adviser. 

And this IS an unusually fluid Admini- 
stration. in which titles don't count for 
much. *ln manv wavs, he has the stature 
of a Cabinet member^he s verv well 
trusted fn* ihc President and .Mrs. Clin- 
ton. >aid Gene B. Speninc. a senior eco- 
nomic policy operative ai the White 
House. 

When the President needed a com- 
mander tor the White House "war room ' 
effort to pass his camomic package earli- 
er this year, he recruited Altman. .More 
recently. Altman has been called on to 
defend Qinion s health care reform pro- 
posal in Admmisiraiion press bnefinp. 
The White House also couna on him as 
an ambassador to Wall Street. 

If Allman is in a ticklish position, it is 
penly because the President has put hun 
there. A few months ago. Cinton called 
Altman at his Georgetown home on a 
Saturday to ask hun to broker a deal with 
a Wall Street venture capitalist. Alan 
Paincof. an Altman enum who was ui the 
Oval Office lobbying tor a capital cams 
tax break. Patneof thought his industry 
was getting a raw deal from junior auks 
wlM) followed Benisen into the Treasuiy 
Depenmem. 

And therein lies Altman s predica- 
ment. A veteran Washington Democrat 
who has long known AliniM sketched the 
scene: ~Ro^ has to a walk a verv tine 
line betw ee n bemg very loyal to iha Sec- 


retary of the Treasury and being loval and 
dose to his fhends at me White House. 
It’s a very, veiy difficult thing to do. It you 
do something that the White House 
wants you to do. IS that necessanlv what 
Treasury likes? The question is. whose 
person a he.’** 

In an interview m hts third-iloor Trca- 
^ury suite, one door oowti from me dee- 
retary s. Altman gave his answer. "Lloyd 
Bentsen is a towering tigure. ' he said. 
"The deputy secrcun s role is to fulfiU 
whatever missions the Secretary assigns 
hun to. ' 

Bui others sec it dificrenily. "Roger 
looks to me like he's closer to the Wlmc 
House than any deputv secretary I've 
seen in ihe last 10 year>. »aid Jerry J. 
Jasinowski. president of the National 
Asaoaauon of Manutaciurers and a kmg- 
tune Altman friend who helped hun wm 
an assistant secretary post m Jimmv 
Carter s Treasury Deoanmem 

Brad Johnson, a Vbasnington IoMivim 
who formerly represented New York 
state and has known Altman lor vearv. 
said that the depuiv Treasuiv secretary is 
probaMv a little bit nK*rc m the Clin- 
tons camp, but added. "The tact that he v 
really not seen as m one camp or another 
IS testimony to ha capaciis' lu respond lo 
everyone s uiicrotk * 

The which -can^HS-Aiiman-ui question 
(S partKularly piquam amid p er ceptions 
that, if the veruult imestment banker 
has aochmated hunsalf to iha style oi tius 
Administration. Bentsen has had a 
bumpier transition. The former Senate 
Fuiance Comnunce chatrman a of a dif- 
ferent generation, and Treasury sources 
r e port that he is soma tu n es csasparaicd 
at the amateurish ways of White House 
neophytes. 

"I've adapted myietf to this.'* Bemsen 
said, when asked about the trce-ilowing 
style of Adminiitratmn policy making, 
"ft's the way this Presmeni works, and the 
collegial aimotpnere and all mat. ' 
BcnnM added that CUnion s operaung 
siyla was "evolvmg soma. The Presioem. 
as he has been In^ m mat lOb. the big 
meetings fomg on with 25 p eople, mere s 
Icm of It. ... 1 dunk that s good. ' 
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Bentsen said that Alt- 
nan IS (op-notcn and 
.^nainiv a trusted aovis- 
.rot mine — -ina ouicidv 
.vJded chat he «as also 

erv proud >f other 
ncmoers oi his Treasufv 
vum. 

Sentsen has assifned 
rnDoriant tasks to his 
Jtfpuiv. including a role 
m recasting the U S. rela- 
tionship with Japan, a 
Npecial interest oi Alt- 
man 5. .Nonctneless. the 
assumption among some 
people who know Alt- 
man. and among manv 
)hserver$ or the Wash- 
ington power game, is 
that nis real oPiective is 
to succeed Bentsen as becretarv in a sec- 
no Cinton tcrm-^»r mavpe esen soon- 
er It. as some Freasurv-watchers specu- 
jte. Ikntsen resicns. 

Mtman wants to Pe Treasury Secre- 
tary when Bentsen leaves. ' said Todd G. 
Ouchhoiz. an economK poiicv aide in the 
Bush White House who is now president 
It the 07 Group, an Alexandna (Va.)« 
based financial consulting firm. 'That 
means he makes nice with Hillary ' and 
others at the White House. Buchholz 
added. 

Altman cenainlv is hospitable: After 
ast year s Democratic National Conven- 
tion in .New York City, he invited the 
Clintons to take a vacation at his 500-acre 
cattle ranch in Jackson Hole. Wyo. Clin- 
ton ended up hoarding a campaign bus 
and not taking any time orf. but this sum- 
mer .Altman renewed the invitation. 
Although the Qintons eventually went to 
Manha s Vineyard. Altman s inviutwo 
was considered seriously: White House 
'ccuntv personnel were dispatcned to his 
ranch to scout it out. 


'There s a little bit oi Potomac fever in 
all this.’* said C. Michael Aha on Altman 
acquainufioe who is the senior interna- 
tional economist for Prudential Secunties 
Inc 

Some Wall Streeters, in facL have long 
\ lewed Altman as more of a politician 
than as a credible financial spokesman. 
SiilL on a playing field that rewards the 
sooally agik. longtime Altman-wacchen 
area t expecting a stumble. On Wall 
Street, he was known u what financiers 
call "a relationship builder^: ha specialty 
was in cultivating powerful corporate 
chiefs as clients. In interviews, fnends 
and asiocMtes mvanabhr point to All- 
man s aptitude for astute readings of 
poccnoally prccanous intcrpcnonal situ- 


to the Blackstonc Group, the 
nt bank in which Altman 
waaapanner. 

Asked whether he has to bal- 
ance hit loyalties to Bentsen and 
the White House. Allman sai4: 
There's none of thaL Secretify 

I Benoea is a close, imsud. very 
importaai adviser n the PrcsKknL 
..... We ju« have a very colkgul 
I group here. I doe't think that's 
■ foing to Chany Presidcm Clinton 
made a very big poini of that when 
he selected hit team." And. he 
said. Bentsen has told hua that he 
plans to serve a full four-year term as 
Secretary. (‘I'm here. I’m cni^ng the 
work and 1 expea to stay here. ' Bemxn 
^ald m the interview. i 
Altman added that ha network of con- 
foca with the Gintons and senior White 
House straicgisa was certainly a plus ' 
because it allowed him to funaion as 
Bentsen s “eyes and ears ’ at the White 
House. 


He handles people very well. . I 
thmk that s the chief reason he has done 
so well in has career.'* said Anthony M. 
Solomoa a former presidcm of the New 
York Federal Reserve Bank who was 
\ltman s boss at Treasury during the 
Carter yean and who has been an adviser 


Altman oa t the fini deputy Treasury 
secretary to accumulate pol it i ca l dout In 
the Reagan Adminatraoon. Richard G. 
Oarman was iniimstcly involved in 
weighty matters, including the 1986 Tax 
Reform Act But Oarman was part of a 
packafe with James A Baker 111. ha boa 
in the Reagan White Houk and at Trea- 
sury. Altman haa his own independent 
suQite. 

His biggest accomplishment on the 
Clinton team was his pcnormance m 
managing the war room effon to win pas- 
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•4fc Of tiM Presidnit s economic oocufc 
n AufusL AitmM ««t smooid bv Whim 
House cnief of oaff Thoaas F. (Mack) 
McLartv III. wlio called Bencsea and 
asked (o borrow his deputy for a few 
weeks. 

Altman cook charge of a crowded 
room of several dozen pohocal sirtie- 
gists, communications spemalisis and 
field opemcives armed with lelephooes. 
computers and other elecnomc gear. Ini- 
tiailv. there were doubo about his savvy 
at (his level of combat But Aitman czer- 
ctsed his command lightiv. his style was 
not to give orders but to summon rcoom* 
mendations from the rank and file. On 
one occasion, when he told the troops 
that a response was needed to a state- 
ment from a Senator, thev uM him that 


Wall Street ouicaiv caugnt on to Alt- 
man s cnnancco suture. *Mr. Aitman 
plays a kcv roie m the Cinion Admmc 
soaooo. a role tnai eamnda well bevond 
the defined duties of the dep u ty Treaairy 
secreiars.** former Federal Reserve 
Board chairman Paul A. Volcker re- 
marked in introducing Altman as a 
speaker at a recent New York Gty con- 
ference on U.S. -Japanese relations. 

These days. Aitman a part of a small 
White House steering group on health 
care reform strategy led by Hillary Clin- 
ton — and he s defending the package in 
White House pressroom bnedags. White 
House straiegistt like Ahmao he 

IS viewed as a ^team player^ who Itaows 
the eoonooua but also undcnandi mes- 
sapB and poliiicA* Spariiag said. 



• if the National Economic Council 
I Altman was oomem to rod up ns 
sleeves and paoentty amai luiuor dinton 
heipefs oyuig to get a handle on compu- 
cated economic matters. This earned 
both Rubin and Altman the goodwill not 
onlv of the hamed candidate, but also of 
aides such as Sperling and George R. 
Stephanopoulos. who now occupy top 
White House skxi. 

AJimaa s prized for hs press relations 
skilla— "He s one of the best television 
people we have.** Stephanopouloa said. 
Not only does he suck to the message, 
but he is fas on hs feet and can dtsarm 
rapid-fire journalists with light humor 
Pressed by White House reponen on 
whether the Adminst ration planned to 
raiM tams OP alcohol and tobeooo to pay 
for health care reform. Altman 
said. The President s upsuirs 
havuig a dnnk and a agar and 
will make that decision short- 
iy.” The riposte was Quoted in 
Ntwtwttk and other publica- 
uons. 

Friends on Wall Street were 
delighted with the quip— tor 
one thing, u indicated ihai Ait- 
man was close enough to the 
Presideni to nsk the |Oke. "You 
gam an enormous amount of 
loiafe when you show tiiai kind 
of inner security.'* Soksnon. 
Allman s former boss. 


he was wrong and persuaded him that 
they were nghL 

He bolstered morale b\* treating the 
recruits to morning bagels and coffee. 
Thev took to calling him "CaiviUc with 
cuff links.” after James Carnha. Climn s 
prized pobtical s tra wg iit who htndad the 
campaign war room and who t pnnial lo 
blue jeans. A Republican Senau aids 
told The Ntw York Times mat Altman 
was putting out '*purc unadulterated 
junk" on the President s imtiacivc— but 
cnaasm from that quarter only endeared 
Altman to the Whim House. 

**Roger Altman was abaohiiely suptib 
heading up the economic boiler room 
effort— and without him. 1 really don't 
thmk wt would ham pamad the budgfSL” 
McLarty said in an intetview. cer- 
umhr hm d i snn i uiiiitd h—ell'* 


Hilary OiMOO 
ortd of Altman. At a rtcent White 
Houit dinner party, she sang Altman s 
vi nu aa lo Pmtr G. Petaison. chaumaa of 
the Blackatoud Group and Commerce 
Suerttarv under President Noon. "She 


P a s ar son. who has known Altman (or 20- 
odd years. "He's doM to Hillan.'* All- 
man served for several yean wHh Mrs. 
Qimoo on the board of the Children s 
Television Network, the creator of 


«iu smn V. wAflmfTOH 

White House strategists see 
I Altman s backround as an 
d investment banker as an asxt 
* in selluif their mesuec 10 hard- 
i headed monev manaeen m ih< 
s financial communitv But 
although Altman has piencv oi 
fhtoda and supponen on Wall 
Street, his stature and wealth 
do not approach ihoae of NEC chief 
idman. Sachs * Co., 
s mom weM regarded 
Urm, The Blackstone Group is a bou- 
tique finn. aod AMomo wta vice chair- 
man but never the manager. Moreover. 
hdfrienddMp with the Chmoni may actu- 
ally detrao from his standing on Wall 


Ahmaa also forged ties with the din- 
ton cr owd in the heat of the campaign 
battle. He wea what campaign aides 
called "noodMch'*— uahke other bigwigs, 
he never insisted on personal coniaa 
with the candidate. Like Robert E. 

who s now m charge 


"Its not that ha's 
Onvid M. Jones, chief economist and 
eaectttive vice president for Aubrev G. 
Lanwon A Co. Inc.a WaM Sneet gawem- 
‘Wan Sneet makes a 
:onapannn.Oo>ioucam- 
If. or do ^ earn 

icaldottil 

IS that he carries political doui— as an 
FOB.” or Feieod of BiB. "It's more oi an 
mner-dfclt-iypc respacL He s ven much 
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?ciit:ctan. : .-.jnn. in n^ce !n< se;j- 
...V n-pe. 

•’•oeie i>n v^f j|| Scree:— >-tnu I -<-n i 
^^ow tnat Clinton «ouid ever team 
nis— uon I take Altman as seriousiv as 
'ome oeooie do m Wasmncton. ' >jio a 
'kVall Street nnanaer wun expeneiKe as a 
^Vashineton ouiicy maker. 'He’s a 'erv 
'rent, - crv amoitious. very aggressive 
:uv. nut ne > not a neawwetfht on w all 
street. 

Wall Street s take on Altman «es 
'3CK to 'ne eanv Accordine :o 

• »vita una Clufyf on ^’aU Street t Ranocm 
House Inc.. 1986>. Ken Auietta s booK on 
:he tall oi Lehman Brothers, there was 
resistance to Altman s bid to return to 
that investment banking firm after his 
'tint in the Carter Administration. He 
did come back, but “his deep involve* 
menc in Walter Mondale's presidential 
.luest. beginning almost as soon as ne 
'.‘loincu Lcnman. [andl the pictures 
■trranged on the office wall— Altman 
•haking nanos with President Carter. .Alt* 
man ^tandint with former freasuiv sec* 
retarv Michael Blumemnat Altman with 
Mavor Edward Koch— hinted at hn true 
=ove and no doubt fueled the resentments 
of pannen who thought him too politi- 
cal.' ' Auietta wrote. 

Lke many on Wall Street. Aitman has 
long called for tough aaion on the bud- 
get defiat. In an interview with Naaonai 
Joumcn during the Clinton campaign, ne 
declared: “As politically excruciating as it 
may be. we have to deal with entitle* 
ments. . We have to get to some form 
of means-testing to do it. ' 

But inside the Administration. Altman 
has established a repuution as a pragma- 
tist. not as a militant defiat hawk. Oe'outy 
hudget director Alice M. Rtviin. for one. 
IN viewed os a tougher defiot wamor. 

In an article in the October issue of 
Tilt Atlantic that called for new clamps 
on middle-class entitlement benetits. 
Peterson dimissed Qinton s deHcit re- 
duction plan as “a few teaspoons of 
oyrupy mediane. ' After the anide ap- 
pearett Peterson said, he got a note ffom 
Altman praising its “trencham reasoning 
and ail that son of thing" but atmg the 
political’* obstadci to dcfkic ccducoon. 

In the intenncw at his Trcaauiy quar- 
ters. Altman said that the misiing ele- 
ment m Peterson s analviii was “a politi- 
cal strategy * for deficit reduction. A 
national commission for balanang the 
budget proposed by Peterson, “is not a 
political strategy." Altman added. 

Asked for his strategy. Altman replied: 
“1 think It's vety dtfflculL ... I thought we 
fought a remarkable beetle'* to get Qin- 
ton s economic package through Con- 
gress. “I do think we ultimacely have to 
means-test a whole list of entitlements.'’ 
Did he push that argument within the 


vammistration ‘ answer :o :nat .s 

• ev \itman <aio. rut I Jon t w.ini :o 
•verrate :njt. vv« naven t nau a luiI 
'cmor sit-down on tnat particular aucs- 
non. . . . There hasn i been a scrtous 
review. ‘ 

Some Wall Streeters sav they ve been 
disaopointea to see Altman help the 
Administration develop an aggressive 
new trade poiicv catling tor Japan :o 
reduce its trade vuroius ov opening its 
markets to U S. products. The Black- 
'tone Grouo. which ts oaniv owned bv a 
Japanese securities tirm. reaped tat tees 
in the l*J80s by brokering purchases ot 
U S. firms oy Japanese companies. .Alt* 
man visited Japan many times to help his 
firm develop business there, and he 
entered the Administration with a repu- 
tation as an opponent of calls for a more- 
managed trade reiauonship between the 
two countnes. 

An acquaintance said approvingly that 
Altman hod been reeducated ’ lo take a 
more torcetui posture against the 
Japanese. 

But in the mtemew. Altman declared: 
It’s not me case that to know Japan 
quite weil IS CO defend Japan. ... I think 
the U.S.-Jupanese relationship, economi- 
cally speaking, has to change. I've 
thought that trom the moment 1 got here, 
and long before. ‘ 

AJtmin may be getong an unfair share 
of the Wame tor policies that are unpopu- 
lar on Wall Street Some finanaers. for 
example, identify him wnh the Admini- 
stration s decision to try to reduce inter- 
est payments on the nauoiul debt by cur- 
tailing sales 01 relatively high-interest 
30-yaar Treasury bonds— a very prof- 
itable secunty tor Wall Street traders. 
Qut Alunan said that a conflict of interest 
(he was divesting owviership in an arm of 
Qlackstone that had a stake m the gov- 
ernment securities market i kept him 
fraoi pamapaong ui that decision and in 
other debc-fnanafetncni macteii. 

And Altman has at times counseled 
agaim the sort of Big Government steps 
that keep money managen and market- 
on en ied eoonomisa lying awake at night 
For ckample. he joined other economic 
policy advisen in persuading Qinton not 
to adopt shon-teim pace controls on the 
health care sector. 

“The quesnon about Roger is. what 
kind of a Oemocrai is he?’* a longtime 
acquaintance of Altman and Qinton s 
said. **lt*s not dear what Rogtr s agenda 
is. I don't know. Roger s eoonomia art 
fairly moderate, but he s also politically 
loyal to Qinton." 

Political lore has it that Qinton had 
designs on the ptt a rt an cy since the t'usc 


.iraae. ana Altman s oocent seems oimost 
>N caretutlv oiottea. Roger nos been m 
onng training tor tnis tor quite a lont 
nme. ' said Roger Kubaivch. manager ot 
the New York Gtv-based financiai firm 
ot Heniy Kautman a: Co., who worked 
■vtth Altman m Carter s Treasury I 
Jon t think tncre are verv manv peooie 
wno have so cunsaousiv prepared ihem- 
'dves tor a | 0 b in govemmem as muen os 
Roger nas. ' * 

Politics and government have lust 
about aiwavs interested him— “ever since 
I was 10 vears oid. ‘ .Altman said. He grew 
up in Boston in what he described as a. 
“very progressive family. " His father died 
when he was 10. and he was raised by hi$ 
mother on a librarian s salary. He 
majored in government at Georgetown 

Ahhough Altmon 
has plenty of 
friends on Wall 
Street, he's seen 
mere as a peliticol 
player thaa as aa 
iouovotive thiaher 
or os a voice for 
the fioonciol 
community. 


Universitv and lost a race for student 
body presidefit. Ho wm a year ahead of 
Giiiton: the two knew each other but 
weren't cspeciallv dote. 

Ai me Univenify of Chacago's buanam 
school, he took a brief Itavo to lick 
envelopes and canvass for Robert F. 
Keonedy in Hit 1968 Dcmocraoe pcesi- 
dcmiai primafy race. Afterward, ha went 
to Lehman Brothers. It wu a perfect 
dioiea: The firm waa a magnai for invem- 
mtm bankata with a yen for the Wash- 
ingtoa political arena. The panners 
induded George BaU. a top foctifB poli- 
cy operative in the Kennedy Artmmmr a- 
titm. 

Alonaa cxeeUed at Lehman Brothers: 
after just five years, ht became the 
youngest icntral pannar in the post- 
World War It history of the firm. “You 
can do that either by Dram power or bv 
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.sr% it!cni:%e :o o«oci« ars 
^oinf (o nuftc accisions. Altman 
icouaimancc said. 'He is very pouiicaily 
sopnaucated." 

Bui alter Carter s election, he beat a 
path to the door oc JasuKueski. who was 
handlint ihe economic policy iramioon 
:eam. 'He was very pesky." Jasmowski 
recalled wuh a iaufh. '*Hc was so penis* 
!eni in seeiunf a |ob ihai 1 finally had to 
hire mm At age 30. Allman became 
jssisuni Treasurv secretary tor domestic 
rinanoe. 

At Caner s Treasury. Altman was oret- 
(V muen ol a lower runf version oi what 
he IS today— a troubleshooter. He had 
two hot issues on his plate: the federal 
bailout of Chrysler Corp. and the finan- 
cial rescue of New York City. “He 


maneuyered throufh thoae waten very 
effectivclv." recalled Johnson, the ex* 
New >ork state lobbvni. who frequently 
met with Altman during that period. 
Johnson praised Altman as an astute 
deal maker ’ who "has a great capaan 
(0 make vou fed he is bringing you mio 
his confidence.'* 

Not everyone remembers Altman hi 
fondh'. A loibbyisi who had deahngs with 
the voung assisunt secretary recalls him 
js 'absotutelv incredibly arrogant — an 
incredible knownt-all for someone who 


.?w't n.hcw ( ' Nor. jcsoite tr.« 

.'3ve reviews nc nas ooUccteo trom Cun- 
ton Administration colleagues, does 
everyone these days tind Altman ap- 
proachable. "Rogers nose is about 30 
degrees higher in the air than it should 
be. ' a Washuigton lobbyist groused. "He 
can be \«nr akik.l 

In the vean between the Caner and 
Clinton .Administrations. Altman fol- 
lowed Peterson trom Lehman Brotners 
to the Blacksionc Group and found pien- 
rv of tune to speno on politio and public 
policv. After the tailed Mondaie cam- 
paign of 1984. Allman advised and 
helped raise money for Michael S. Du- 
kakis s presidenual bid in 1968. “I'm sure 
there was not a Oemocraac busineu sup- 
porter he didn I know." recalled Jefrre\ 
E. Garten, a longtime 
friend from Lehman 
Brothers and the Black - 
uone Group whom Clin* 
ton has nominated as 
Commerce undersecre- 
tary for international 
trade. 

Altman helped advise 
New York City on us 
troubled finances and 
kepi immersed in the 
world of policy wonks. 
He wrote numerous com- 
mentaries for 77 i€ ,\en 
York Times on such big* 
picture topics as the 
Mideast ensa. inflation, 
the defiai and the "peace 
dividend." He was an 
active member of the 
Council on Foreign Rela- 
tions. a New York Cm - 
based assemblage of 
luminaries trom govern- 
ment. finance and inc 
press that is a son ot last 
outpost of the eastern 
I establiahmcnL He made 
8 tunc to appear at comer- 
< encM and read researen 

J P«P«n. 

a Although friends and 
contacts said in inter- 
views (hat Altman s 
immemon ui public poli- 
cy has given hun a breadth of knmvtcdge 
that many ocher mvesemem bankers lack, 
virtually no one volunteered that ne 
stood out as a particularly creative or 
innovative thinker. Pan of ha difficutev in 
bemg recognoed as a pohev sage mas* be 
(hat the Blackstone Group waa dominat- 
ed by Peterson, who had attained a 
Renaounce Man repuuuon in the cbte 
salons of Washmeton and New York. 

'*1 don't thmk he considen hi m s e l f an 
intellectuaL but he s a very good opera- 
tional man.** Solomoa said of Altman. 


•3i course. Benuen .>n i recarsca ^ . 
aaniauanv innovative tnmMr. eiiner. ms 
main attraction tor Cunton was nis 
stature on Capitol HilL If Aleman % goal 
IS to become Treasurv Secreiarv. ms 
close connection with the Clintons mav 
be all that counts. Roger should have 
been Secretarv of the Treasurv. a tnend 
oi the Gintons said. "He would have tii 
m better with Ciuuon s »cyic oi leader- 
ship. 

Asked if .Altman uould make a good 
Treasuiv Secretary. Peterson said: "He s 
very good in relationships. . People 
tnni him. clients trust him. . He s got 
tremendous energy— tremendous ener- 
gy— and he gets thuip done. 1 wasn t sur- 
prised to sec hun do so well ui the boiler- 
room thing.** Asked if Altman needed 
more seasonuig. he said: “Depends on 
when It happens. 1 guess. You crow up 
prenv fast in Washington under this kind 
of pressure.'* 

Peterson added: "1 guess if vou had 
asked me to pick a Treasurv Sccrctaiv at 
the outset of the Administration, 'it 
would have been Volckcr. . 1 .don t 

know (hat 1 had a second choice. 

A plugfedin Wall Streeter who thinks 
verv highly of Rubin doubts that the 
NEC chief would stand bv and allow All- 
man to assume the top Treasury post. 
“Bob Rubui am I going to work «ith him 
as Secretary." tha source said. “They vc 
been very dose, but it s one dung to be 
close when you re |usi kibicxing. and 
another thing when one guy is out there 
with all the trappings and the airplanes, 
and (he other guy is utung in a little cubi- 
cle." ( Rubin has a small, windowicsv 
office in the West Wmg of the White 
House.) “If Benisen goes, it will not be 
Roger. I'd suke a couple ol bucks on 
that 

Asked if Altman might be promuted lo 
other posts in the Administration. 
Sccpnanopolous said be had no Kka 
about species, but that the answer was 
“absoluiely." Since the start oi tnc cam- 
paign. "he's alwavs been a star. ' the 
White Home aide said. 

Allman s only setback has been his 
health: He roMa^ert Iasi year while lOg * 
gmf UI Central Park and ipem 13 davs m 
(he hoipiiaL He was dugnoicd as having 
a cardiac arrhythmia— an irregular 
heartbeat— an d is now taking mcdicaiiun 
and has gone back to jogging cverv 
morning. 

In the mcamune. Altman basks in the 
praise of hd peers, and they bask m his 
ascent When a new star sparkles m me 
Washuigioo heavens, us rays illuminate 
thoee who made the me pomihle. Roger 
IS probaMy the most exceptional or tnc 
moat gifted policy, pohucal and businevN 
penonaliiy that I know.“ Jasinowsu said. 
“I’m vety high on Roger." ■ 
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Dateline California 


Buswess 

Whistle-Blowers 
SayR' inRTC 
Stands for Rotten 

For Annette I. LePtque. 
r ent. :t wu ononc calls ai 
rtient in wmcn the caller al- 
ways hunf up without a word. 
She returned from vacation to 
fmd her «araf« door open. 
Those things didn't happen be- 
fore She ,*oined the Resoluuon 
Trust Corp. s Orange County 
office She moved. 

LePique and two others from 
the Ne%vport Beach office blew 
the whistle on RTC managers 
at a Senate Banking Committee 
hearing in September 

Their cnarges of manage- 
ment abuse — roundly denied 
by RTC ofAciais— delivered 
another mow to an agency that 
Yome believe snould have been 
Knocked out long ago by its 
alleged incompetence, mis- 
management. favoritism and 
questionaoie deals. 



RTC Workers Tell of Abuse by Managers 


■ Workplace: In Senate 
testimony, three Newport Beach 
employees describe an old-boy 
network chat promotes 
wrongdoers. But accused 
executives deny problems. 

By JA.MES S. GRANELU 
riMU STarr weiru 

NKwratTstacM 

S andra Cnsman. struggling to breathe, 
was rushed to the hospital twice 
dunng two months of lilncas last year 
that was aggravatsd by stress from work- 
ing at ths Resolution Trust Corp.'s West 
Coast office. 


About the same time. Annette I. LePique 
was getting telephone calls at night in 
which the caller always hung up without a 
word. She returned from vacation to Rnd 
her garage door open. Thoae things didn't 
happen before her troubles at ths RTC 
beg^ Shs movsd. 

J. Hans Mangelsdorf sometimes camts a 
gun smet hearing that a colleague in 
another RTC office received threatening 
calls. Ounng one call the colleague taped, 
only the sound of machine gun Hre was 
heard. Mangelsdorf tnss not to do anything 
rouunsly anymore. 

'T look over my shoulder a tot more than 
I used to." said Mangelsdorf. who has 
worked in the Newport Beach office almost 
sines ths RTC opened it in March. 1990. 

- 13 - 


The ongin of the stress and concern, the 
employees say. isn't in carrying out ths 
RTCs duuss of managme and sellmg the 
houses, apartments, office buddings, loans 
and other assets of failed savmgs and loans. 

The eulpnt. they allegt. is ths agency s 
own managemenL 

The three Oranft County employees and 
10 others from across ths nauon blew the 
whistle on RTC managers at a U S. Senate 
Banking Cominittse hearing in September 
Tired of what they saw as disenminauon. 
harassment and reprisals— and of an oid- 
bov network they say promotes wrongdo- 
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■;rs wniie -ir.r.a ^arti worKen — cne wnis- 
.e-oiowen surt:eo commiiiM memocn 
A'un ineir tesumonv. 

T heir cnar«es of manaferaeni abusc<— 
roundlv denied by RTC officials— de- 
:vered another blow to an afency that 
iome oeiieve should have been knocked 
jui lone aeo by lu alleged incompetence, 
mismanagement, favontism and question* 
aole oeais RTC blunders, cntics say. have 
aOded .ihicnown millions to the taxpayer 
cost jf c:eaning up the nation s failed 
•..h.-ifts. 

You folks are up here :n agony while 
the folks WHO are persecuunf you. uieraily. 
are oemg promoted and runninf around 
without any reuliauon. ’ Sen. John F. 
Kerry < D-Mass.) told the whistle*bk)wera 
at the heannf. Sow I don't know how 
others feel, but 1 think they're the 
folks who ouf ht to be fired.” 

Tomas Color, formerly a top 
execuuve m the Newport Beach 
office, toot fired after Washington 
officials concluded that he sexually 
harassed LePique and abused his 
position as a high-ranking manag* 
er. 

G oior. who oversaw the office’s 
huge outSMle •contracting op- 
eration. demes he did anything 
wrong and charges that the corn- 
menu he IS alleged to have made 
were concocted by others to ad- 
vance their own careers. He has 
appealed his dismissal to the U.S. 

Merit Systems Protection Board 
and IS awaiung a dectsioa 
Most managers at the Newport 
Beach office have supported him. 
including the director. Alvin J. 

Felton, and the former top deputy. 

Philip V Jones Jr. ‘The agency's 
own equal -employment probe 
found that Jones had discriminated 
against Cnsman. yet he was pro- 
moted last summer to a maior R'TC 
post in Washington. 

"What's clear is that there is a 
very significant pattern of nus- 
managemenu and it's particularly 
prevalent m the Newport Beech 
office.'* said Jonathan Wenor. a 
top aide to Kerry who pul tofethor 
the whistle-blowers htaniic in 
September. 

‘We've talked to numoraua peo- 
ple there, and the p er so sm e i prae- 
iiees are extremely disiuitiiit. 

People are being treated abuaMy 
rouunely.‘*heaaid. 

The R'TC was created as a teei- 
porary agency at the peak of the 
thnfl industry ensu in I MB lU 
hierarchy staffed by Federal De- 
posit Insurance Corp. employees— 
and given the job of iiquidatini 
failed thnfia. It u scheduled to 
cloos by the end of IWL 
Across the country, some RTC 
execuuves have run amok. Weiner 
believes, because they never 
viewed themselves as part of the 


business community The agenev 
.nnenied some FDIC management 
proeiems. nad an immense work- - 
.oad and sold asseu xoo quickly at 
steep discounts, he said. 

The agency, which may create 
an embudsman poet to handle in- 
'.ernal problems, has prepared a 
response for the Senate comnuttee. 
but that response is bemg reviewed 
by the Treasury OepartmenL 

'I would not want to reach any 
conclusions on the information 1 
have seen so far." said RTC 
spokesman Stephen Kauanos. 
There are managers here who feel 
very strongly about the nghu of 
individuals.'* 

The agency's own equal-em- 
ployment reviewers found fault 
with Felton and Jones di Uw 
Cnsman and LePIque cases. *1110 
women prevailed, but they have 
yet to receive back pay or dantg- 
es. No formal findings have boon 
reached in Mangelsdorf's com- 
plamt over rcpnsala. 

Each of them told the senators— 
as well as RTC mvesugatan- 
about retaliation when they aired 
management problems. 

“They puiM out (tht| stops to 
try to discredit me.'* LePlw ntb. 

Msngelsdorf said simply. 
They’ve destroyed my career.’* 

LePique’a woes began in Sep- 
tember. 19il. after she gave a 
sworn sutement supporting an- 
other employee who had filed sex- 
ual haraaament charges agttnii 
Goesr. Bfangelsdorf. once Goior't 
fnsnd. clauns ht fsesd retsUation 
for .issuf ying in January on Ls- 
Piquo's behalf after she filed her 


depsrunem. was never told why 
she was not promoted. She did 
know, though, that there were only 
four wosae n supervisors out of S 
ui Newport Bsach and that man 
with poor evituations and lam 
a^onsaes wars bemg promoted. 

^^Tl/llin 1 filed this eempteim. 

vT I knew pretty much that 
it was carssr suwdt.’* Crman 
said. *T was thinking 1 probably 
wQuIdbtoairaciisdbyssniermaa- 
agaoMnt because that's viswsd as a 
very negauve thing. But I fait so 
aumigly that I was being wronge d . 
I had ledo iomething.** 

Alter an infonnel inveaugmion 
detarmined that Cnaaiaa was de- 
nied a promotion for unapeesBed 

formai review. 

Teamen and acreea led to bron- 
chiiie and pleunay. she said, ex- 
pienmig that aba twice went to the 


^tospiui because of breauitre proo. 
lems. Cnsman. a solt-spoxen wom- 
an who ta expecting her second 
child soon, became so mfunaiad 
when she learned in August that 
Jones had been promoted that she 
agreed to testify before the Senate 
Banking Committee. 

That indicated to me that the lip 
service we had been given was just 
that that there weren i really any 
sincere efforts to make changes. ’ 
she said. 

LePique. who can be as fiery as 
Cnsman is quiet, has been fighung 
not only for a promotion but for her 
reputation. 

Almom smet the day she started 
working at the Newport Beach 
ofBeein July. 1990i aoeording to 
the RlCt equal-employment in- 
veeilgitkin. LePique had been the 
sublect of Color's advances- or his 
efliorte to control her— and. having 
failed at those, to nun both her 
name sod her career. 

E vemtially. hie lewd and threat- 
ening comraenu became so 
pervamve. LaPlque said in summa- 
nstng her ehar^ that a number 
of RTC employees who don’t even 
know her came to believe she was 
either promiscuous with men or a 

When it came time a year age Ibr 
a pcomoCMa LePique hei been 
promised, records show that Jonas 
asksd hsr only a few qusstion m 
Whit her relationship was with 
each of two wome n and why she 
eouldol get along with Gotor. who 
warni't then her supervisor. 

**1 was stunned.’* she said. 

*111000 three years of all those 
commenu— the leshuniem. the 
proouaeuity— I had puehed in the 
background and said. 'It doesn't 
tnattar because l*m domg my job 
and that's aU that anyb^ caiof 
about.* It hit mt right in iht fbet 
that that tso'i what everybody 

eareeihouL** 

Aaeecdiag 10 RTC foeerda. JoMi 
said Ida quammns were appropnaii 
h e co ua e they were job-reiatad and 
that, in addition. LePiqut'a work 
perfbroieoee hod sleekened. 

Once she filed her formal com- 


Thoae were the dark daya.” 
LePique said. "I began to think. 
What have 1 done to aU thaat 


people, let alone myself?* ** 

After reemving anonymous lelo- 
phono ealla. finding her ear van- 

(laimed at work and her garage 


16 . 
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:oor ap«fi. snc fifurtd ii w*j time 
•0 fo. I wai iivinf in Co*u Mesa, 
out 1 moved because of all this. ' 
she said. *1 can't second-guess it 
because I have a smaU child.'* 

Color domed malunf sexut re- 
marics to or about LePique. seeking 
dates with her or trying to rum jier 
career. Ho acknowledged, howev- 
er. that men meeung behind closed 
doors sometimes engaged in sexual 
banter and that such talk was 
nothing out of the ordinary ' 
Mangelsdorf. though, says Color 
crossed the line, expressing in de- 
tail his desires. In testimony. Man- 
geisdorf revealed thoee commenu 
as weU as Color's requesu for help 
in geiung a date. He aiao icsufied 
about fraud and mismanagement, 
including phony sales ngurcs he 
said the Newport Beach office once 
gave Congress 

He didn't win any fnends among 
top managers. 

'Tm outspoken. I have very 
strong convictions. I'm very stal- 
wart. I call foul when I see fouL I 
like the truth." he said. 

In fact, he said, managers now , 
call him a liar. 

Mangelsdorf said he suspected a 
year ago that he would be drawn 
into the RTCs internal inferno, so 
he straightened out his financial 
affairs in ease he ioet hie job and 
agreed to his wife's wishes to move 
out of Huntington Harbour. 

He IS also worried about poesible 
physical attacks. 

"If It wersn't for the Senau 
hearing. I wouldn't carry a gun." 
he said. But he became alarmed 
when an RTC employee from Chi- 
cage toM the commiuee that his 
lif« wu ihrcstcnsd several Umee. 

.Mangelsdorf said his new neigh- 
borhood has "tnplo. redundant se- 
curity." including an amed-guard 
service that patrola hie street 24 
hours a day. 


My personnel fiie*ts full of 
.msifned .cuers that oon t have 
anytnmg to do with anytmng. but 
:hey re in there. ' he said. *They ve 
destroyed my career. My aitema- 
uve IS to go to worx for myself." 

G 3tor has no sympathy To him. 

LePique and Mangetsdorf are 
‘underachievers ‘ who made phony 
allegations against hum to seek 
promouons when iheirioos were in 
jeopardy. 

Color never grasped how senous 
the case against him had become 
unul he was removed from his 
influential post in May and sent to 
work at a failed San Otego ihnfl u 
the equal -employment inveetiga- 
uon conunued. After the finding 
against hun. he was fired in Au- 
gust. 

"Although you can prepare 
yourself for something of that na- 
ture. when It finally takee place. 
It's generally a lot more of a heavy 
blow than what you antiapate." he 
said. "At least it was in this case.'* 
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laitfttd States ^Senate 

COMMirm OM tMMMO. MOUtWIi. MM 
UMMIAMMMH 

wMHwaroM. oe tMio^n 


Januuiy 11. 1904 


Huoni«bt« Jttoct lUno 
Attunir.y G*MniI 
U.S. DopAitaiMil of Juatictt 
W«AiDgtun, D.C. MMO 


Dwr AitofiMy ikmml lUaa; 

W« w|{nt tluit ymi hav* rqiMttd Cwa g w mi omil requMta to njipoi&t a 
apodal cotmiwl to ouiirino tho aUoeotioiu of pnteatiol mlmoBdoci that havo 
nMont^ lujihend coiieoniinK liodiwm Cauauty Sovtagg oaii Loaa (TMoiHaoa'*) 
and tho Whitawntor Oovatopmeat CorpomtiOD (‘Whitewator”). 

Uf oAoiao, wo eaprooo no opinion m (o orhothor any of tha oilceadono ace, in 
fAet,trao. NordowaoqiMioaay viowaato wiMBMj,oraMyaot,bainaQl«adui 
any ttioeondoet NoaortholMO. «a aca wHtiag to tnrga yoa to a ^mwit lai ttil y to 
ijalf nflraamaiiia tntoll tha f ciiioan t dvii an d triminnT of linttadoon, 

wUab'ofa now wpiR^ " 

Wtiilo «a hava onr diSnaneea wMi you over wbaUier to appoint a apodal 
nnnniot oialor yow autbority, or an indopaodant emiaaol (bUowhmfaauUtariaadon 
oftho IndCfiandant Coouaol Act. wa tmat Uut wa um pumiug 0 MBaaou 
otvaadva; a liiif intaadgaHon aowdactad in an ctjaetivo, iaapattlnl and 
indapandant-CMhiuD. Hio Aaaarican paopl% Um! PHaidant^ and lba> Clinton 
doaarva nuOting loan 

Wa aia ooMMnad, huwoaar. that Um goal of GuriMaa and Iho nppactuuity dw 
tha fRaddant and Mia. eSntott tn dlaptl any doubla ahuat ftair lack of pataouai 
inveivaau»t la any of tha aUofad mlaeoadaet oMy ba hainpe^ by dm fraqaant 

and nadwtanato dalaya in dda oaaa> Aa yon ara awara, Mdtiiaon Adlad and waa 
taken o«ar by ttw Saaotutiuo 1 >aai Corpomdon in IMS; auny of tha a l W gatio n a 
eonoomhiii WUHnwatar stam ftam tha aad-lBMa. Ibwofar, daa to oaiioop SidMfa, 
AaiUiayMiiwwiMaiflfluyafldalainvwBrBaBnrianantanithelJJB. 
Attaanay in Tittto Book, thaao aUagiitiflna haoa not haon punaed in an oiqiedldoaB 

laannar. At a fiwnlt, iaanuidlata aetton la (Mor triliaal. 

Unitor daa fWonl Dapaait fnaomaM Ant, dm BTU haa only a ^ yaar 

paalod in whMi to bring n ri^ anit Ibr ftamd. atntdng ftotn Ibe data it Iwanmo tha 
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nnnffcrvntor or rcooivor of o foJlciJ ^niitiUiUon. Thun, chu ubiliVy ol* LU« KTC Ui Uk« 
dvil ucliua muy uximtu mm Mirly mm MutcU. 1994. 'ili« «UluU of limiUtiosj for 
aijiuiiA] acUottO iavohdug bank fraud U 10 yaan from tha data of tha occniT a ror 
of tha ehminal activity. 

In oHor to rcoolvo any und ail HuaiUoua rogarding Madison and 
Whitcwalur, wa urga yuu and the RTC to seek voluntary agreements with all 
raUvaut parties, incluchng the President ind Mrs. CHotori, tha McDougnid, David 
Hale, Jim Ouy Tucker, Seth Ward, ood chr. Rose T.nw Firm, to lull Ilia ruaning of 
tha statutes of limitatlona » in other wunis, Ui saak (iiair agiaamant to voluntarily 
waiva th asa da fonaos. Theao ugraaiuauU will allow Uma for a oompleta and 
independent inveaiigaliou mid parmit tha ordarly oparation of tha l^{al and 
judicial prucassaii It will also rtmova any doubt that tha above nnmed portico 
may saak to usa tha statuta of Umitadono no o proeadiirnl defonoo. Furihenuure, 
it reassure tha American pnbUa thiit onyonu implicaled iu aoy wrongdoing 
will answer thasa ollegntlona on thuir mehUi. 

AUaruey Gansral Reno, thank you for your consideration of this request. 





hinoamly, 

fi’rt 


cc: Kavw AIUimo 

iUMlutMa Ihut CocportttoB 


/Z/52. 
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To: 


Cc: 

Bcc: 

Prom: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


John E. RyanecEOCRTCDC 
Ellen B. KulkaSLegal-sctRTCDC 
Thomas L. HindesBLegal-plstRTCDC 
Hark GabrellianiLegal-plsBRTCDC 
Peter E. Knight §06R|ETCDC 


April A. Breslav^Legal-plsBRTCDC 
Congressman Leach's statement 
Thursday, March 24, 1994 17:43:33 EST 

N 


As you may know. Congressman Leach made a statement regarding the so-called 
"Whitewater" affair on the floor of the congress today. At one point, he made 
specific reference to me. 1 want you to know that I categorically deny making 
the statement which he attributed to me. Nr. Leach said: 

On February 2, 1994, the day Roger Altman briefed the White House on 
Madison Guaranty, RTC Senior Attorney April Breslaw visited the 
Kansas City Office and said'^at Washington would like to say that 
Whitewater caused no losses to Madison. 

I have never net Mr. Altman. I did not know that he was briefing the White 
House on February 2, 1994. On that date, I had not met either Ms. Kulka or 
Mr. Ryan. I did not say that anyone from Washington "would like to say" 
anything. 

I would note that Ns. Lewis purports to be a "criminal" investigator. As 
such, she may not understand that in order to pursue a civil case, the 
plaintiff must be able to demonstrate that it suff erred a loss. (Of course, 
if a criminal defendant is shown to have caused monetary loss, he or she may 
be sentenced to make restitution if he or she is convicted. In that sense, 
"loss" is relevant to criminal matters.) 

In any event, I net with Ms. Lewis briefly to see if she could shed some 
light on this element of the civil investigation. At the time, she seemed 
nervous and uncomfortable about the fact that her criminal referrals do not 
resolve the loss issue. She could not answer the main questions that I asked: 
What was the ending balance of the Whitewater checking account? Was it left 
in overdraft status, %rhich would have meant that a loss occurred? 

It's my opinion that the defensive, political slant to her statement is 
simply an effort to draw attention away from her embarrassment over failing 
to document a key element of the investigation. 

If at all possible, I request that the RTC issue a statement which clarifies 
the fact that I am not a political appointee, that I did not act at the 
request of political appointees, and that I categorically deny making the 
statements attributable to me. Thank you for considering my request. 


I7.IS3 
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IliM States ^Senate 

COMMlTTf f OM iAMKINO. HOUSING. AND 
USiANAfMlilS 

WASHINGTON. OC SOS 10-S07B 


January 25, 1994 


Resolution Trust Corporation 
801 17th Street N.W. 

Washington, D.C. 20434 

Dear Mr. Altman: 

I am writing to you in connection with the letters of January 11, 
1994, to Attorney General Janet Reno and yourself, expressing the grave 
concern that I and a number of my colleagues have regarding the 
expiration of the applicable statutes of limitations with respect to 
possible wrongdoing at Madison Guaranty Savings and Loan ("Madison"). 
We urged that voluntary agreements tolling the statute of limitations be 
sought with all the relevant parties. That letter addressed the urgent 
need for immediate action with respect to any violations that may have 
occurred, since the applicable statute of limitations may expire as soon 
as March, 1994. 

More than two weeks have passed since we raised this vital issue. 
In his public comments, Special Counsel Fiske has already demonstrated 
his recognition of, and sensitivity to, the applicable criminal statutes of 
limitations. 

I have yet to be apprised of what action, if any, the RTC has taken 
to ensure that the applicable civil statute will not eiqiire. The American 
people have the right to know if any wrongdoing took place in connection 
with Madison. It is equally important that rights of the American 
people to obtain a full accountixig^ (against wrongdoers be preserved. 


W. WOU Jl. MCIMM CIMNIMI 


M NkVMA 

MtAMtOJMK CMj0Cmrn. 

n — T~^m rnuriMi 


tMUUMV aom « MlMOMt 


STWfN A >«M»1 STA^eMfeTWMMOMPCOUNOL 
\muum §r00t d uct oh 


Mr. Roger Altman 
President Interim and 
Chief Executive OfBoer 


fZ-iSS 
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The RTC should do all in its power to protect the American 
taxpayer by making a definitive interpretation of precisely when the civil 
statute of limitation will expire, and then take action to voluntarily seek 
agreements firom potential parties to RTC-initiated legal actions. Should 
the statute of limitations run, any findings that the RTC makes will be 
meaningless-there will be no hearing and the American people will be 
left without complete redress. 

Members of the Banking Committee staff have discussed the need 
for meaningful action with representatives of the RTC. My staff was 
informed that the RTC had not yet made a final analysis with respect to 
the expiration of the statute of limitation. They were also informed that 
no response was immediately available, more than two weeks after this 
issue was raised-this is inconceivable and unacceptable. 

In light of the RTC’s failure to respond to these concerns for over 
two weeks, I am compelled to write again to ascertain what action the 
RTC has taken, so that I may consider alternate avenues that I can 
pursue in order to protect the interest of the American people with 
respect to this matter. I can see no reason for further delay on your part. 
Please provide me with your conclusions as to the application of the 
relevant statute of limitations with respect to the Madison situation 
immediately. 


AMD:dn 


Sincerely, 




Alfonse M. D*Amato 


Ranking Republican 
Senate Banking Committee 
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OPENING STATEMENT OF SENATOR ALFONSE M. D’AMATO 
HEARING ON REGULATORY CONSOLIDATION 

March 3, 1994 


Mr. Chairman, we have worked together, and our staffs have 

worked together, in a bipartisan effort to restructure the current 

bank regulatory system. I enthusiastically Joined with you In this 

effort because we share the goals of streamlining regulation of the 

banking system and assuring the independence of the bank 

regulators. , 

Mf- i/oa /ha^ fiofT 

y| Independence is the bedrock principle that any consolidation 

proposal must be based upon. In this climate of conern about the 
integrity of our financial system. It is absolutely essential that the 
public have complete confidence In our independent bank 
regulatory system. My confidence and the trust of the American 
people in this independence was jolted last week by the 
revelations about White House interference with the RTC 
investigtion of Madison Guaranty. Today, we learn from the 
Washington Post that there have beeij^previous undisclosed 
meetings between White House staff and Treasury and RTC 


I2.IS7 
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officials. This tlme|i nv elvi n g the criminal referrals that were made 
to the Justice Department by the RTC. 

Mr. Chairman, in this climate of concern about independence, 
I was shocked to discover provisions buried In the Adminstration 
bill that would make the proposed Federal Banking Commission a 
puppet of the White House. 

As I pointed out yesterday, under the Administration’s 
proposal, the Justice Department would have complete control 
over the new banking agency’s litigation authority. Section 304 of 
the bill, says: ’’litigation may be conducted only with the prior 
consent of the Attorney General oMh e United States and subject 
to the Attorney General’s direction and control.” How in the vrorld 
can the Federal Banking Commission be th^cop on the beat when 
JammBUMRSJfiliary Clinton’s friend^ like Webster Hubbeii, 
have all the guns? 

In addition to requiring Justice Department approval over all 
litigation, the Administration’s bill would also prevent the new 
bank regulator from even proDosina a regulation, submitting 
testimony, or providing legislative recommendation without the 


t'z.tsS 
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prior approval of the White House Office of Management and 
Budget. 

if the Administration’s bill were the law today, the RTC could 
not sue to recover money from anyone who defrauded Madison 
Savings and Loan without Justice Department approval and the 
FDIO could not testify about Whitewater without the blessing of 
the White House. Its hard enough for|yAmerican people to learn 

the facts and be assured the agencies are applying the laws 

Buf" 

impartially under current law,j^imagine if these agencies were 
directly under the political thumb of the White House. 

How can we expect the American people to entrust Janet 
Reno to make decisions on bank litigation? Or, how can we tell 
them, that Webster Hubbell, himself under scrutiny by his old law 
firm, will make these decisions? 

I believe in the need to consolidate bank regulatory agencies. 

a 

But I believe more strongly in the printjpcie of independence. If 
the Administration does not agree with this principle, I seriously 
doubt any legislation will emerge from this Committee. If the 
Administration does agree, than I am encouraged by the 


/^IS? 
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comments of the Chairman, the Secretary of the Treasury, the 
Chairman of the Fed, and our coiieagues that we can improve the 
structure of bank reguiation. But if their idea of independence is 
to put Janet Reno, Web Hubbeii and other Ciinton cronies in 

Ranking system, i wiii fight them tooth and 




— Mr. C h a irmanz in today’s ciimate, these provisions in the 

— • 

Administ ration’s proposai are outrageous. They are shocking, 
lai$cl1ihey^re^«mM||^dti and I know it, and the American people 
know it 


\l9^ rtKive r/b»r 

\(ou w/Hs/T Ti ^ BiU_ LAnsn 1H\S 

0 ^ 12 . C/OK/COt»D^^^V 
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U. S. SENATOR 

AID'Amato 


NEW YORK 


News 

Release 


Contacts: Washington * Frank Coleman • 202/224-6498 New York • Zenia Mucha > 212/736-3865 


FOR IMMEDIATE RELEASE: CONTACT: Frank Coleman 

Thursday, March 3, 1994 (202) 224-6498 


REPUBLICANS DEMAND HEARING ON SECRET WHITE HOUSE BRIEFING 
D'AMATO, DOLE LEAD 43 IN BLOCKING CLINTON ^PAL' FOR FDIC POST 


WASHINGTON — U.S. Senator Alfonse O' Amato (R-NT) and Minority 
Leader Robert Dole (R-KS) today announced Republicans are 
blocking the nomination of Ricki R. Tigert to head the Federal 
Deposit Insurance Corporation (FDIC) until the Banking Committee 
holds hearings on the secret Whitewater briefing given by the 
acting head of the Resolution Trust Corporation (RTC) to top 
White House staffers. 

The GOP position was outlined in a letter to Majority Leader 
George Mitchell, signed by 43 GOP Senators, citing the ** heads up" 
briefing acting RTC head Roger Altman gave about the agency's 
supposed independent investigation of Madison/Whitewater to White 
House Counsel Bernard Nussbaum, Deputy Chief of Staff Harold 
Ickes, Hillary Clinton's Chief of staff Margaret Williams and 
Treasury General Counsel Jean Hansen. 

Calling the meeting “highly improper," the letter said it 
raised serious questions about the alleged independence of the 
RTC's investigation and the interference of senior White House 
political operatives in a regulatory matter. 

"The American people deserve to have confidence that the RTC 
conducts its business in an independent and impartial fashion," 
the Senators wtozb. "A Congressional hearing is an appropriate 
forum in «diich to examine the important ethical and regulatory 
issues raised by the Altman-White House meeting." 

The disclosure of the secret "heads up"— as Altman called 
it— about the status of the agency's investigation into the 
Madison Guaranty collapse came at an RTC oversight hearing last 
Thursday in the Senate Banking Committee. 

Despite all evidence to the contrary, the White House has 
continu^ to maintain that the briefing was proper and that the 
same briefings were provided to Congress and the press. 

Forty-one Senators is the number needed to effectively 
prevent action in the chamber. 

A copy of the text of the letter is attached. 
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Hnitd States Senate 

COMMITTEE ON BANKING. HOUSING. AND 
URBAN AFFAIRS 

WASHINGTON. DC 20510-6075 


March 2, 1994 


The Honorable George J. Mitchell 
United States Senate 
Washington, D.C. 20510 


Dear Mr. Leader: 


We are writing to inform you that we will object to any agreement seeking consent 
to proceed to the nomination of lUcki R. Tigert, President Clinton’s nominee to chair the 
Federal Deposit Insurance Corporation, until the Senate Banking Committee has an 
opportunity to thoroughly examine the Resolution Trust Corporation’s handling of its civil 
investigation into Madison Guaranty Savings and Loan. 

As you know, the Acting Chief Executive Officer of the RTC, Roger Altman, 
recently disclosed that he sought a meeting with White House officials to give them a 
"heads-up” on the RTCs investigation. Needless to say, such a meeting is highly 
improper and raises very real questions about Mr. Altman’s impartiality and the alleged 
independence of the investigation. SpedRcally, why were Harold Ickes and Margaret 
Williams present, in addition to White House Counsel Bernard Nussbaum? According to 
the Washington Post. Mr. Ickes the Deputy Chief of Staff, is responsible for Whitewater 
"damage control". Ms. Williams, Chief of Staff for Mrs. Clinton, had previously 
participated wii-h Mr Nussbaum in searching Vincent Foster’s office and sending all or 
some of the ...*-eriala to David Kendall of Williams and Connally who is representing the 
President and Mrs. Clinton. 

We believe public hearings are required to explore these and other questions 
involving the attendance of political operatives at the White House in briefings by the 
head of a supposedly independent agency on matters that have nothing to do with the 
Executive Office of ^e President. 


We regret having to delay the Senate’s consideration of Ms. Tigert’s nomination. 
Nevertheless, the American people deserve to have confidence that the RTC conducts its 
important business in an independent and impartial fashion. A Congressional hearing is 
an appropriate forum in which to examine the important ethical and regulatory issues 
rais^ by the Altman- Wliite House meeting. 


Sincerely, 
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THE DEPUTY SECRETARY OF THE TREASURY 

WASHINGTON. O. C. 20220 


March 7, 1994 


Ms. Ellen Kulka 
General Counsel 
Resolution Trust Co. 

801 17th Street. NW 
Washington. D.C. 20434 

Dear Ellen: 

Attached is a copy of the subpoena which I received last Friday. I 
would appreciate it if you would forward to me any documents which 
would be covered by ^s. 


Thanks. 



/2/6S 
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CO 293 (Rtv. 8/911 Stifapona to Ttcrty Grand Jvry 


Mnitah ^taies ^isirict Court 


for the 


ColuiDbia 


DISTRICT OF 


^%oger Altman 

Deputy Secretary of the Treasury 


SUBPOENA TO TESTIFY 
BEFORE GRAND JURY 


SUBPOENA FOR: 

Si PERSON 1^ DOCUMENT(S) OR OB JECT(S) 

YOU ARE HEREBY COMMANDS to appoar and tesiHy bafora tha Grand Jury of the UnHad Statas District Court at 
the place, data, amS tima spedfiad bakwv. 


flACi 

COUKTROOM 

United States District Court for 

Grand Jury 

the District of Columhia 

Third Floor 

united States Courthouse 

ISSHmumm ‘ "" 

Third and Constitution Avenue, N.W. 

March 10 1994 

Washington . DC 20001 

10:00 a.B. 


YOU ARE ALSO COMMANDS) to bring With you tha foEowing docuinencfa) or obfactfi):* 


Sea attached rider. 


□ Rfiaaa aaa tMM o n ai e id r aurt a a an lewaria . 



in offaet iinlll you ara erantad lasva to daoact by tha oourt or by an officar actino on 




MTI 

3/4/94 


^Mt.aognaw<inowiOw«wwmi»orMaeTMiTtfAATToaMir 

Roderick C. tankler 
Office of the Independent Counsel 
1001 Pennsylvania Avenue, N.ir. 
Suite 490N, Washington, DC 20004 
(202) 514-8723 
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SUBPOENA RIDER 

A. Any and all docunents and/or conmunications referring 
or relating to any contacts, meetings or conversations about or 
regarding Madison Guaranty Savings & Loan, its subsidiaries or 
affiliates, held between or among 1) any member of the White House 
staff or the staff of Hillary Rodham Clinton, including but not 
limited to Lisa Caputo, Mark Gearan, Harold Ickes, Bruce Lindsey, 
Bernard Nuasbaum or Margaret Nilliams; and 2) any official or 
employee of the Department of the Treasury or the Resolution Trust 
Corporation, including but not limited to Roger Altman, Jack 
DeVore, Jean Hanson, or Josh Steiner. This includes, but is not 
limited to any documents and/or communications: 

1. referring or relating to the arrangement, 
existence, substance or circumstances of any such meetings or 
conversations ; 

2. discussed or referred to in any such meetings or 

conversations ; 

3. exchanged between any member of the White House 
staff or the staff of Hillary Rodham Clinton, and any official or 
employee of the Department of the Treasury or the Resolution Trust 
Corporation at or in connection with any such meetings or 
conversations ; 

4. constituting notes taken at or referring to any 
such meetings or conversations; 

5. summerizing, documenting or referring to all or 
any part of any such meetings or conversations. 

B« Any’ and. all documents and/or coniBunications referring 
or relating to any criminal referrals made by the Resolution Trust 
Corporation about or regarding Madison Guaranty Savings ft Loan, its 
subsidiaries or affiliates. 

Definitions and Instructions 
1. Definitions 

a. The term ■'document* or documents* as used in this 
subpoena means all records of any nature whatsoever within your 
possession, custody or control or the possession, custody or 
control of any agent, employee, representative, or other person 
acting or purporting to act for or on your behalf or in concert 
with you, including but not limited to memoranda, records, reports, 
notes, books, files, summaries or record of conversations, 
meetings or interviews, summaries or records of telephone 
conversations, diaries, calendars, databooks, telegrams, 
facsimiles, telexes, telefaxes, electronic nail, computerized 
records stored in the fora of magnetic or electronic coding on 
computer media or on media capable of being read by computer or 
with the aid of computer related equipment, including but not 
limited to floppy disks or diskettes, disks, diskettes, disk packs, 
fixed hard drives, removable hard disk cartridges, mainframe 
computers, Bernoulli boxes, optical disks, WORM disks. 


(Zlf>s 
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nagnato/optical disks « floptical disks, sagnatic taps, tapes, laser 
disks, video cassettes, CD-RCSfs and any other media capable of 
storing nagnetic coding, aicrofils, microfiche and other storage 
devices, voicemail recordings, and all other written, printed or 
recorded or photographic matter or sound reproductions, however 
produced or reproduced. 

The term "document” or "documents" also includes any 
earlier, preliainary, preparatory or tentative version of all or 
part of a document, whether or not such draft was superseded by a 
later draft and whether or not the terms of the draft are the same 
as or different from the terms of the final document. 

b. The term "cosmunication" or "communications" is used 
herein in its broadest sense to encompass any transmission or 
exchange of information, ideas, facts, data, proposals, or any 
other matter, whether between individuals or between or among the 
members of a groiip, whether face<-to«face, by telephone or by means 
of electronic or other medium. 

c. "Possession, custody or control" means in your 
physical possession and/or if you have the right to secure or 
compel the production of the document or a copy from another person 
or entity having physical possession. 

d« The term "referring or relating" to any given subject 
means anything that constitutes, contains, embodies, reflects, 
identifies, states, refers to, deals with, or is in any manner 
whatsoever pertinent to that subject including, but not limited to, 
documents concerning * the preparation of other documents. 

2. Instruetions 

a. If any original document cannot be produced in full, 
produce such document to the extent possible and indicate 
specifically the reason for your inability to produce the 
remainder. 

b. Documents shall be produced as they are kept in the 
usual course of business, as organised in the files. 

o. File folders, labels and indices identifying documents 
called for shall be produced intact with such documents. Documents 
attached to each other should not be separated. 

d. The originals of all documents and communications 
must be produced, as well as copies within your possession, custody 
or control. 


e. In reading this rider, the plural shall include the 
singular and the singular shall include the plural. 

f. The words "and" and "or" shall be construed 
conjunctively or disjunctively as necessary to make the request 
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inclusive rather than exclusive. The use of the word ''including** 
shall be construed without liaitation. 

g. In the event that any docuaent called for by this 
subpoena is withheld on the basis of any claim of privilege or 
sinilar claim, that document shall be identified in writing as 
follows: (a) author; (b) the position or title of the author; (c) 
addressee; (d) the position or title of the addressee; (e) any 
indicated or blind copies; (f) date; (g) a brief description of the 
subject matter of the document; (h) nximber of pages; (i) 
attachments or appendices; (j) all persons to whom the document, 
its contents, or any portion thereof, has been disclosed, 
distributed, shown or explained; and (k) present custodian. Each 
basis you contend justifies the withholdUig of the document shall 
also be specified, with respect to those documents or records as 
to which you may claim privilege, or attorneys' work product, set 
forth as to each such document the basis for such claim, the 
identity of each person who has been privy to such communication 
reflected in the document and whether you will submit the document 
to the court for an In. camera determination as to the validity of 
the claim. 


i. In the event that any document called for by this 
subpoena has been lost, destroyed, deleted, altered, or otherwise 
disposed of, that document shall be identified in writing as- 
follows; (a) author; (b) the position or title of the author; (o) 
addressee; (d) the position or title of the addressee; (e) 
indicated or blind copies; (f) date; (g) a brief description of the 
subject matter of the document; (h) number of pages; (i) 
attachments or appendices; (j) all persons to whom the document, 
its contents, or any portion thereof, had been disclosed, 
distributed, shown or explained; (k) the date of the loss, 
destruction, deletion, alteration or disposal and the oiroumstanoes 
thereof; (1) the reasons, if any, for the loss, destruction, 
deletion, alteration or disposal and the person or persons 
responsible. 

j. If any information or data is withheld because such 
information or data is stored electronically, it is to be 
identified by the subject matter of the information or data and the 
place or places where such information is maintained. 
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usL ninff of jMtfct 

Ottoft of th« IndepcDdn GoudmI 


Lietl« ftooka ArkosMa 


March 7, 1994 


Tha Honoratola Kanry B. Gontales 
Chaixnan 

Comlttaa on Banking r Fiaanea 
and Qcban Affaira 

tfnitad scataa Houaa oC Bapiraaantatlvaa 
2129 Rayburn Houaa 0££ioa Building 
waBhingcoa* D.c. aasi8-4050 

The Honormbla Jamaa A. -Laach 
Ranking Minority Menbar of cha 
Cocamittaa on Banking, Finanoa 
and Urban Affaira 

uni tad fitataa Houaa of Rapraaantativaa 
2129 Rayburn Houaa Offiea Building 
Waahingten, D.C. 20S15-60S0 

Daar Cbngraaamaa Qonaalai and Laaehs 

2 am writing thla lattar to axpraaa my atrcmg 
conoam about the impact of any haaringa that your Oomnittee 
might hold into tha undarlylng avanta conoaming Nadiaon 
Guaranty Bavinga and Loan («NQBaL*>, Mhitawatar and Capital 
Maaagaaant Barvieaa (**CM8”) on tha Invaatigation that thla 
Offiea in oondueting into thaaa mattara* 

Aa you know, X waa appointed to tha poaition of 
Zndapandant Counaal purauant to CFR 403.1 on January 31, 
1994. ainca that data wa hava obtainad aa Ordar from Chief 
Judga Staphan M. Raaaonar in tha Haatam Diatrlct of 
Arkanaaa authoriaiag tha aapanaling of a grand jury which 
will ba davotad axcluaivaly to tha Mhitawatar/MGSaL/CNa 
invaatigation. In tha maaatina, wa hava baan ualng tha 
raguXar grand jury for thia Diatriot. Ha havrn a taam of 
aight axparianead attomaya, aix of whom wara currant or 
fomar proaacutora whan thay joinad tha ataff • Wa ara 
working In Littla Rock with a taam of mora than twanty FBI 
aganta and financial analyata who ara working full tima on 
thia iiattar. Wa ara doing avarything poaaibla to ccnduet 
and Qonelttda aa aapaditioualy aa poaaibla a oooplata, 
thorough and inpartial dLavaatigatien. 
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Inquiry into the underlying evente surrounding 
M086Lr Whitewater and CMS by a Congressional Committee would 
pose a severe risk to the integrity of our investigation. 
Inevitably, any such inquiry would overlap substantially 
with the grand jury's activities. Among other ooncame, the 
Committee certainly would seak to intarview the same 
witnesaes or subjects vho are central to the criminal 
investigation. Such Intarvisws could jaopardize our 
investigation in several respects, including the dangers ot 
Congressianal lumrunity, the premature disclosures of the 
contents of documents or of witnesses' testimony to other 
witnsssas on the same subject (creating the risk of tailored 
testimony) and of premature piiblio disclosure of matters at 
the core of the criminal investigation. This inherent 
conflict would be greatly magnified by the fact that the 
Committee would be covering aeesntially the same ground as 
the grand jury* 

While ve recognise the Committee's oversight 
responsibilities pursuant to Section 501 of PL 101-73 
(FIRBAA) , we have eimilar concerns with a Congressional 
Investigation into the recently -diselosad meetings between 
White House and Treasury nepartment officials -- 
particularly because we believe these hearlnge will 
inevitably lead to the disclosure of the concente of RTC 
referrals and other information relating to the underlying 
grand jury Investigation. 

For these, reasons , we request that your Committee 
not conduct any hearlnge in the areas covered by the grsnd 
jury's ongoing investigation, both in order to avoid 
eompromlBlag that inveetigation and in order to further the 
public interest in preserving the fairness, thoroughness, 
and confidentiality of the grand jury procese. 

3 will be glad to meet with you pereonaily to 
eacplain our poeition further if you feel that would be 
helpful . 


Reepect fully yours, 

ROBBRT B. imn, ob. 
Independent Counsel 


2 
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U.s. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
212B RAYBURN HOUSE OFFICC BUILDING 
WASHINGTON. DC 20615-6080 


March 7. 1994 


JAMIt A UACN. imVA 
••11 ItcCOUlIM H0«<0A 
iWMtif MOUAIMA MW JldUY 

ooba •mu^B wi*as«a 

rMOMAt MOM PHMinVAWA 
rotv AOTM Wl«C0«>«W 
AL<M0 a McCAMOIKI CAurOHNI 
MChaAOM tAUaiOjitlANA 
JM )«wSta. >OWA 

ciuio rAOtw*. wtomino 

%*m jOmmsMi. rtxAA 
0 (to«AM Mrrc«. OWO 
JO”- uNOf A CCOACuk 
J0( KNaUMMi WCM<QAM 
MC( lAsa Aiw rom 
aOOOAAMI MMMfOTA 
$A«NCf A MCHiA .« «v>iAMA 
Mw« 

U'CXAIL CaIYlL OCLAWAAt 
AtTU (MM NfW rOM 

•{•MAAO SAMMM. VtmMNr 

(Mil }ii^a«y 


Mr. Robert B. Fiske, Jr. 

Office of the Independent Counsel 
Two Financial Centre Suite 134 
10^5 Financial Centre Parkway 
Little Rock, Arkansas 72211 

Dear Mr. Fiske: 

1 received your tetter, and want to assure you that I have no intention of taking any 
action that might interfere with, compromise or otherwise hinder your investigation into 
Madison Guaranty Savings and Loan (Madison) and related matten. I have from the 
beginning pointed out to Mr. Leach that with regard to Madison, "The issues that appear 
outstanding are matters of legal liability and are being punued vigorously by the Justice 
Department and regulatory agencies.* I have also noted that this case does not appear to 
present any legislattve issues not pceviously addressed. 

However, as you recognize, section 501 of Public Law 101-73 requires the 
Committee to conduct regular oversight hearings involving the Thrift Depositor Protection 
Board, and the law requires that the Board report on specified matters. The Commiuee 
intends to carry out its r^ular oversight hearing, which I have set for March 24. While I 
cannot prevent Members Mm propounding questions, it is within the province of the CHiair 
to rule on the relevance of questions. 

The Republican Members of the Committee are conducting thdr ovoi review of the 
Madison matter. They have requested numerous documents, sought to interview witnesses 
and otherwise carry out an investigation. Since these actions may be inconsistent with your 
responsibilities, you may wish to advise all parties of your views on whether they should 
respond to such inquiries. I do not intend for the Committee to interfere in your 
inv^gation or any other Law enforcement activity in any manner, but do want to reiterate 
tiiat the Republican Members do not necessarily share my concern. Accordingly, while you 
can expect that I will in no way interfere with your work, you should take steps to advise all 
parties of your concern about maintaining the integrity of your investigation. 


Be assured of my cooper^on. and my desire to see this matter thoroughly, 
promptly, and dispessionattdy investigated. 


/tM*rely, ^ 


Henry B. Gonzalez 
Chairman 
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The Washington Post 

Clinton Faults Contacts 
With Officials on Probe 

White House Counsel Considers Resigning 


By Ann Devroy and Ruth Marcus 

hM SUM Wmrra 


The Clinton administration yes- 
terday moved on' three fronts to 
quell a new controversy over White 
House contacts with Treasury offi- 
cials on an investigation into the 
failed Madison Guaranty Savuigs & 
Loan. 

President Clinton said the con- 
tacts should not have occurred and 
had the White House issue a new 
memorandum to all staffers reiterat- 
ing the ban on such meetings. Offi- 
cials said White House counsel Ber- 
nard Nussbaum was considering 
resigning. And at the Treasury De- 
partment. Secretary Lloyd Bentsen 
asked the independent Office of Gov- 
ernment Ethics to investigate the 
conucts. 

Clinton said no wrongdoing had 
occurred in the three separate dis- 
cussions between White House ad- 
visers and officials familiar N^nth the 
investigation into the collapse of 
.Madison and its connections to the 
Whitewater land venture, in which 
the Clintons were partners. But. he 
said, “I think it would be better if the 
meetings and conversations had not 
occurred.” 

The White House has confirmed 
that on three occasions from Sep- 
tember to February, senior officials 
including Nussbaum met with high- 
level Treasury officials who had 
been bnefed by the ResolutioirTrust 
Corp. on the status of its investiga- 
tion and Its request to the Justice 
Department to uivestigate possible 
criminal activity in connection with 



The vyMto House has conHnnod that 
counsal Bofiiard Nussbaum, abova, 
mat with high-laval Traasury aMas. 


the collapse of the thrift The RTC 
request for a criminal investiption 
included references to the Clintons 
as potential beneficiaries of illegal 
Madison actions, but did not accuse 
them of any wrongdoing. 

White House Chief of Staff Thom- 
as F. “Mack” McLarty yesterday is- 
sued a ^memorandum for the White 
House staff” sutmg that any conuct 
from an executive branch or inde- 
pendent agency regarding Madison, 
the Whitewater Development Corp. 
or related matters should be direct- 


lOjni 
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■, 11- 1 ' 

ed to deputy White House counsel 
Joel Klein. Klein has been charged 
with detennming whether such con- 
tacts should be allowed, banned or 
be referred to the Clintons' personal 
attoniey. 

Nussbaum oormaity would make 
such detenninatioos. Si n c e be was 
party to all three of the contacts, 
however. ofiBdab said the role was 
chiftfirf to Klein. Some administra- 
tion officiate suggested yesterday 
that Nusshaum's involvement in 
what are seen as ethical breac^ 
has cau ffd him to comidfr resign- 
ing. 

At the Treasury Department, 
mid he had no knowledge of 
any of the contacts and announced 
he has asked the independent Office 
of Government Ethics to investigne. 

Treaniry officiate said the request 
was made in response to a W ^mg - 
ton Post story yesterday oatmung 
the three contacts. 

The largest meeting took phee m 

ntid to late October when Nuss- 

baon. White Hoim CteanamicatiDtts 

Director Mark Gearan and Bmce 
Undsey. the senior aide to C Kn to n 

who is his point man on the White- 

water and Madison matters, met 
with Bentsen's chief of staff, ms 
press secretary and the general 


Aeeiinlini to »ni«. 

Jen Hmoo. had been ho^ei* 
er month by senior RTC otn- 

dab on the statia of tbete invcsti^ 


um UUU innwiwu. — 

thevdedsiootoasktheJustioeDe- 

partment to invrsrigitf the coByse 
of Madteon and Ointon u a nif c t ioos 
to Madteon through Whitewater. 
Madisoo's owner waa partnen with 
the OiDtotts in Whitewater. 

Officials said the month hefo^ 
Haneon had told Nuaffianm that the 

RTC either had refened the ma^ 

to Justice or was Ifloriy to and that 
the would be menti o n ed as 

possihie benefidaries of illegal Madi- 
son activities, without any cfaa^ 

that they themselves had engaged in 
illegal activities. 

te addition to those sessions. De^ 
uty Treasury Secretaiy Roger C. 

Attnan. who also heads the RTC in 
the absence of a permanent noimnee 

from the White Houae. tol d Con- 

grem bat week that he Wbnigd 

Nussbaum and others at the White 


House recently on how the RTC 
would proceed with potential civil 
claims arising out of Madison’s col- 
lapse. 

Gearan said the White House 
found out about the Bentsen action 
from news reports, but wdeomed it. 
Asked why Bentsen. not Clinton, had 
asked for the review, he said. "I 
don't speak for the aecretaxy of the 
ireamay" . . 

The White House ra its first 
months issued a general memo ban- 
ning contacts between offidab there 

Qintott said no 
wrongdoing had 
occurred in the 
three separate 
discussions. 

and those in regulatory or hwediga- 

tory agencies on specific 
without approval by the White 
House couBsel't office and then only 


- Following the controversy sur- 
roundng the White House h a nd li ng 
of filing of seven travel office 

aides last year, officiate were warned 

in new mf™"* and a t a t ement a from 
McLarty about contacu between 

Uwm and investigmary agencies. 

Yesterday’s memo, a senior offi- 
cial said, was not so much a new rule 
as ’ten effort m heighten sensitivity’' 
to the bane. Ointao said. *1 thkik 
now that there is an actual formal 
p roces s underway, everyone will be 
much more sensitive.” The McLarty 

memo, he aakL is a way to *tecnd 
over beckwards to avoid no t only the 

fact but any appearance of impropri- 
ety.* 

Clintaa said the numerous invests 
gallons into various aspects of Madi- 

soa and Whitewater should *go for- 
ward unimpeded and as quickly as 
possdde* and that the White House 
cannot interfere or take action s y 
create the appea r a n ce of interfcr- 
ence. . 

-We don’t need to have any unpb- 
cation that we are in any way trying 
to manage or affect tins process.” he 

said. ”We are not We must not And 

I don't want the American people to 
give it a se co nd thought” 


The OKitacts gave Republicans in 
Congress further ammunition to 
press their demands that Altman. 
Hanson and other Treasury officiate 
be made to explain their actions at 
public hearings. 

Sen. Alphonse M. D’Amaio (R- 
N.Y.). ranking minority member of 
the S^te Banking Committee, said 
in an interview that *1t is inconceiv- 
able” that Hanson would have 
briefed Nussbaum on the criminal 
referrals “on her own.” Altman and 
Bentsen have said they didn’t know 
about the earlier meetings. D’Amato 
said It cries out” for Hanson to be 
questioned by Congress about her 
role in the three briefings. D’Amato 
said 43 Republican senators have 
pledged to bold up the nomination of 
Rkld R. Tigert to head the Federal 
Deposit Insurance Corp. until the 
Kaniring committee hohte hearings 
on the briefings. 

Rep. Jim Leach (R-ldwa). ranking 
minority member of the House 
Bank^ Committee, said in a state- 
ment that *teH partiripanta in theae 
meetingi should not only be sano- 
tiooed for their breech of the pubiie 
tziHt, but they should be brought be- 
fore Coogreas to provide fott public 
iijfinaur a of tfaeir sctions and dte- 

MdiSrty’s memo underscored the 
positioo in which Nussbaum 
finds Nuasbaum has been at 
the center of many of the most criti- 
ctaed incidents of the Clinton admin- 
istration. from the vetting of pro- 
spective nominees such as Kimba 
Wood and Lani Gumier to the firing 
of the White House travel office em- 
ptafeea and the handling ofthein- 
veatigation into the suicide of deputy 
counsel Vinoent Foster. 

Nnashaum has previously been 
co m ba tiv e in the face of criticiam 
and w ith atood repeated calls from 


for hte reaignatian. But 
tkn officials said yesterday that the 

former Wall Street litigator was 
by the btest round of criti- 
citm. Asked how Nussbaum was 
boUiiig up. one senior official said. *1 
don’t think as wefl as other times.” 
Nussbaum did not return tele- 
phone calls yesterday or Wednesday. 

Other administration sources said 
that Nusshaum’s wife. Toby, is ‘led 
uF” with Washingtan and what she 
seat as its unfair trea tment of her 
»Tyh— d One official said that Nuss- 
banm. even before the recent round 
of critictem over his contacts with 
Treasury officiate, waa seeking 
•fmat with honor. I think he wants 
the timing to be right but 1 feel more 
and more now like he’s had enough.” 
At the White Home. Nunbaum 
baa few defenders among the senior 
stafl many of whom openly question 
Us polilical judgment and believe he 
bas danniged the adiUnistritioo. But 
Gem said that Clinton *1100 confi- 
d— in Mr. Nussbanm. be believes 
he’s made many important conoibu- 
tfons to the adnkiiicntion,” inchid- 
, tng the eppo m t m entt of Attmney 

General Janet Reno. Supreme Court 

jmtfoe Rnth Bader Gmibnrg, and 
FBI DnectorLouit Freeh. 




A/72. 
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Reno Supports Hubbell, 
Says No Inquiry Planned 


RTC Begins Its Own Probe Into Billing 
By Arkansas Law Firm on S&L Matters 


By Michael Isikoff 
and Susan Schmidt 

WulaiHnon Phfti Wmcft 


Attorney General Janet Reno said 
yesterday she has full confidence in 
Associate Attorney General Web- 
ster L Hubbell and plans no internal 
department inquiry into questions 
abMt his past client billings and ex- 
penses at the Rose law firm in Little 
Rock, Ark. 

Referring to a Washington Pbst 
story that first disddsed an internal 
law firm inquiry into HubbelTs activ- 
ities. Reno said at her weekly news 
conference that she “knew nothing^ 
about the matter until this week and 
was satisfied once Hubbell explained 
it to her. 

father taught me especially 
never to believe everything that you 
read in the newspaper that makes al- 
l^tions without at least one identi- 
fied source." said Reno. have 
worked with Webb Hubbell for a 
year now. I have been extraordinari- 
ly impressed with his honesty, his 
candor, his professionalism, and the 
sacrifices he’s making to serve the 
American people." 

Reno later compared the matter 
to a newspaper reporter being ques- 
tioned about his expense account. 
Her comments echoed those made 
by the White House on Wednesday 
and underscored the degree to 
which the Clinton administration is 
standing behind Hubbell, a pivotal 
figure at justice and a regular golf- 
ing buddy of President Clinton. 


But the Resolution Trust Corp. in- 
spector general’s office said yesto- 
day it is beginning its own probe into 
the matter. RTC Inspector General 
John Adair said his office has been 
asked by the agency's deputy chief 
executive officer, Ja^ Ryan, to audit 
Rose firm bills submitted to ‘'the 
agency on savings and loan caaes. 
A^ said his office will also audit 
Rose bills submitted to the Federal 
Deposit Insurance Corp. 

The RTC and FDIC routinelyJiice 
outside law firms to sue officen»4i* 
rectors, accountants and borroiim 
of felled savings and loans. The Rose 
firm received 22 government con- 
tracts in savings and loan cases since 
1989 that so far have enabled the 
firm to bill $1.27 million in fees, ac- 
cording to an Associated Press com- 
pilation. 

The billing records show that 
Rose lawyers charged the g ov e^ 
ment between $75 an hour for junior 
associates’ work to $140 an hour for 
senior partners. Hubbell was one of 
a handful of senior Rose lawyers, in- 
cluding late deputy White House 
counsel Vincent Foster and Hillary 
Rodham Clinton, who performed 
such work. 

Sources close to the Rose firm 
have said that HubbelTs RTC bil- 
lings are among those being re- 
viewed. Hubbell has acknowledged 
being questioned last week by his 
law partners about his fees in one 
RTC case, but said in a Wednesday 
statement: **1 did not overbill the 
RTC or any other cUents." 


- 
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Bad to W)rse 


I T’S A BAD sign when the president has to 
order his own staff to refrain from engagmg 
in the sort of conduct most first-year law 
students would immediately recognize as im- 
proper. It really shouldn’t require a memoran- 
dum from Chief of Staff Thomas F. McLarty to 
get across the fact that White House officials 
have no business meeting with Treasury Depart- 
ment officials about the status of the independent 
Resolution Trust Corp.'s probe into the failed 
Madison Guaranty Savings and Loan. Especially 
is this so when the Clintons are named in an RTC 
criminal referral as potential beneficiaries of 
illegal Madison activities. The failure of so many 
important White House figures to get that mes- 
sage is sapping confidence in the administration’s 
haodling of the Whitewater afiair. 

Treasury offidals, it now turns out, twice 
reported to White House superiors on the status 
of the RTC investigation. In one instance. Trea- 
sury general counsel Jean Hanson met with 
White House counsel Bernard Nussbaum to tell 
him about the RTCs referral of the Madison 
failure to the justice Depa^ent for investiga- 
tion of possible criminal activity. She also report- 
edly informed Mr. Nussbaum that the Clintons 
were named in the action but had not been 
acaised of any wrongdoing. If aqy two officials 
should have recognized the impropriety of suc^ 
discussions, it w^d be counsels for the White 
House and the Treasury Department. 

OTC policy on the confidentiality of its investi- 


gations is clear. Criminal referrals are restricted 
and privileged information: Improper release could 
jeopardize civil or criminal litigation. How can 
administration lawyers not respect that prohibition? 

The second meeting, also held in Mr. Nussbaum's 
office, involved a discussion between White House 
and Treasury spin controllers on how to handle 
Madison press inquiries. Disclosure ci this meeting 
and the earlier one comes on the heels last week’s 
admission by Deputy Secretary Roger Altman that 
he had given a iieads up” to Mr. Nussbaum on how 
the RTC, which he runs, would treat potential dvil 
claims springing from Madison. So confusion over 
how to negotiate the Whitewater ethical maze 
evidently isn't limited to the White House. 

Treasury Secretary Lloyd Bentsen yesterday 
reinforced Mr. Clinton’s actions. In a statement 
Mr. Bentsen distanced himself from the amateur 
political operators in his department and instruct- 
ed Treasury offidals ”to have no contact with the 
White House about this case.” He also asked for 
an investigation by the Office of Government 
Ethics into contacts between White House and 
Treasury officials. 

Congressional Democrats have refused to hold 
hearings or to demand answers to legitimate 
questions about this affair. Naturally, the Repub- 
licans are having a field day. Mr Clinton lamely 
said yesterday, ”I think it would be better if the 
meetings and conversations had not occurred.” 
'That’s not the half of it. 
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Grand Jury Is Report&Ily Told 
Of Shredding at Little Rock Firm 

One Box Had Initiab of Aide Who Killed Himself 


little rock. Ark.. March 3 — An 
•mployee ot the Rose Uw Firm here 
fias told a Federal grand jury that tn 
late January he was ordered to destroy 
a. box of documents from the files of 
Vincent W. Foster Jr. the White House 
lawyer whose suicide is under investi- 
gation by an independent counsel. 

People familiar with the testimony 
of the employee, an in-house courier, 
said he had told the grand jury that he 
and a colleague had used a shredder in 
the firm's basement to destroy the 
papers. He testified that he had done so 
at the request of a clerk in the firm. 

The firm's former partners include: 
Hillary Rodham Clinton; Webster L. 
Hubbell. the Associate Attorney Gen- 
eral: William H. Kennedy 3d, an associ- 
ate White House counsel, and Mr. Fos- 
ter, the deputy White House couwl 
who committed suicide in July. All lefit 
the firm to go 10 Washington last year.: 

The courier, a college student who is 
among several assigned to run ines* 
sages and errands, told the grand jury 
on Feb. 16 that he did not know precise 


ly what he had shredded but that he 
was ceitain the papers had come from 
Mr. Foster's files, those familiar with 
the account said. He testified that he 
looked inside the box and saw that the 
papers were separated by binders 
marked with the initials "VWF." the 
firm's typical abbreviation for Mr. 
Foster. The box itself also bore Mr. 
Foster's initial No other emfdoyee at 
the Rose firm has those initials. 

In a brief statement, the Rose firm 
denied that any of Mr. Foster’s docu- 
ments had been shredded. 

‘No files of Vincent Foster's have 
been destroyed." the statement said. 
"In the process of a lawyer changing 
offices, a box of old files conuining 
internal Rose firm matenals, such as 
copies of notes of firm committee 
meetmgs. was destroyed earlier this 
year.” 

The firm's lawyers declined to an- 
swer specific questions. 


Whai Rose Handled 


Mr. Foster’s files are potentially im- 
porunt to investigators. While he was 
at the Rose firm, he worked on a wide 
array of legal matters for the Clintons, 
including the sale of the Clintons’ share 
of the Whitewater Development Com- 
pany, a real estate venture m the Oxark 
.Mountains. At the time of his suicide. 
Mr. Foster was working on various 
personal matters for the Clintons, in- 
cluding tax filings and the creation of 
ihe family’s blind trust. 

Investigators have sought clues to 
Ihe circumstances of Mr. Foster's 
death, as well as the Clintons' finances, 
in everything from Mr. Foster's inter- 
nal memos and telephone logs to his 
personal diary and even some cryptic 
scnbblings discovered among his 
White House papers. 

The courier testified that he had seen 
no references to Whitewater in the 
papers he shredded. 


By STEPHEN ENGELBERG 

SpccMl M TIm Nmt Yarn Timtt 

The timing of the shredding is un- 
clear. By the courier’s account to the 
grand jury, it took place around the 
time that Robert B. Fiske Jr., the inde- 
pendent counsel was appointed on Jan. 
20 . 

At the news conference called that 
day to announce his appointment, Mr. 
Fiske said he would investigate the 
circumstances ol Mr. Foster's suicide 
and accusations that money had been 
imprqfierly diverted from the Madison 
Guaranty Savings and Loan Associa- 
tion in Arkansas to Mr. Clinton’s busi- 
ness imeresu or his 19B4 gubernatorial 
campaign. The savings institution 
failed in 1989, and its assets and ac- 
counts were taken over by the Govern- 
ment. 

Shortly after Mr. Flake began his 
work, he issued a sweeping subpoena 
that, among other diings, demanded all 
documents relating to Mr. Foster. 

The date of that subpoena has not 
been disclosed publicly. If the shred- 
ding occurred after the firm was put on 
notice that Mr. Fiske wanted to review 
Mr. Foster’s documents, such an action 
might have been improper, legal ex- 
peru said. 

Mr. Fiske’s investigators are trying 
10 determine the timing of the shred- 
ding. the nature of the documents de- 
stroyed and whether any of them might 
have been relevant to the inquiry. • 
Republican Pressure 

Mr. Fiske's appointment came after 
after weeks in which Congressional 
Republicans pressed for an investiga- 
tion utto Whitewater and Into Mr. Fos- 
ter's aatvities. The Republican de- 
mands followed reports that the White i 
House counsel Bernard W. Nussbaum, i 
had removed records from Mr. Fos- 
ter's office shortly after his death. 
Among the documents that were re- 
moved and sent to Clinton's personal 
lawyer, David Kendall were records of 
Whitewater. 

The Government's independent 
counsel, Mr. Fiske, said today that he 
could not comment on nutters before 
the grand jury. 

In complex inquiries, investigators 
conduct many interviews. But Mr. 
Fiske’s decision to call the courier as 
one of his first witnesses indicates that 
his account is being taken seriously. 

The courier’s lawyer. Dean Over- 
street, said. ’’It’s not something I can 
commem on because of the suge it’s 
in." 

What LawSayson EvMcfice 

Many law firms, including Rose, say 
they routinely destroy documents for 
purposes of privacy and to save stor- 
age space. But legal experts said in 
interviews that the law prohibited peo- 
ple from intentionally impeding an in- 
vestigation by destroying evidence 
they knew mvestigators wanted. 

The firm has acknowledged that in 
February it received an order from 
Mr. Fiske demanding that it preserve 
all evidence. Mr. Fiske has never ex- 
plained the reason for the order. 

The courier was idenUfied by people 
involved in the case as Jeremy Hedges. 
.1 college student who has worked part 
time at the Rose Uw Firm for several 
years. He was said to have told the 
grand jury that he glanced at some of 
the documents as he fed them into the 


machine. By his account; he saw none 
that mentioned Whitewater Develop- 
menL 

Federal invesUgators have inter- 
viewed other Rose employees, includ- 
ing one who helped Mr. Hedges shred 
the box of Mr. Foster’s documents, 
those familiar with the case said. That 
witness has not appeared before the 
grand jury. 

Privacy of Clients 

In interviews, lawyers and former 
employees of the Rose firm described 
how the firm set up a system for shred- 
ding documents in 1991. weeks after 
Mr. Clinton declared his Presidential 
candidacy. 

The firm’s managing partner. Ron- 
ald M. Clark, said last month that the 
firm had begun shredding out of con- 
cern that confidential information 
about would be compromised as the 
media eyminwi the firm’s activities. 


By Mr. Clark’s account, each lawyer 
was gi^ a separate garbai^ can to 
thidw out material to be shredded. 
Other currem and former employees 
said couriers picked up papers to be 
shredded daily from lawyers and their 
secretaries. 

QuestkKis about shredding arose on 
Feb; 9. when The Washington Times, 
quoting an unidentified Rose employee, 
reported that the firm had destroyed 
documents pertaining to Whitewater 
Development. The newspaper reported 
that the documents were shredded on 

The courier’s testimony describes 
shredding that occurred in January 
and appears to be unrelated. 

Report Is Denied 


The law firm denied The Washington 
Tiroes article, and there has been no 
independent confirmation of it But the 
article prompted Mr. Fiske to an- 
nounce that he would investigate any 
inddenu of shredding. Soon afterward, 
agents from the Federal Bureau of 
Investigation began interviewing Rose 


traloyees. 

Former 


Former employees said couriers 
rere told of the firm's new policy on 
hredding in a meeting in the fall of 
991. By their accounts, their supervi- 
or told them that the firm had caught 
eporters going through the trash be- 
lind the building. To safeguard the 
irivacy of clients, the firm’s senior 
«rtners decided that sensitive docu- 
nents would be shredded daUy. former 


saying. 

One former employee 


said in an in- 


fviLt 
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tprview that in the summer of 1992 he 
was twice sent to the Governor's man- 
sion to deliver an envelope to Mrs. 
Clinton and to pick up a half-inch-thick 
sheaf of documents to be shredded. He 
said he was escorted by two Secret 
Service agents as he walked up a drive- 
way and exchanged envelop with~ 
Mrs. Clinton. The courier said he fed 
the material into the shredder without, 
opening it 


Several former employees said in 
interviews that after the election the 
pace of shredding picked up. Christo- 
pher A. Cordero, a 22-year-old who 
worked as a courier until the summer 
of 19^ said he had collected and shred- 
ded several legal-sized boxes of docu- 
menu from Mrs. Clinton's office at the 
lawMIrm in lau November or early 
December of 1992. He said he was 
pouited to the boxes by secreuries or . 
file clerks. 

Asked If she could shed any light on. 
what the couriers said about shredding 
Mrs. Clinton's documents, Lisa Caputou , 
spokeswoman for the First Lady said,. 
"I cannot say in stronger terms I know., 
nothing about what you're talking, 
abouL" ,’rt 

About that time, couriers were sent 
to the Rose firm's storage waiehouse.' 
at a riverside complex near downtown 
Little Rock. Former employees said 
they collected at least eight fuU boxes 
of documenu from the files of Mrs... 
Clinton. Mr. Kennedy. Mr. HubbeU and. 
Mr. Foster. The former employees said" 
they seldom looked at what they fed. 
into the machine. 


22 S.& L* Contracts 
Linked to Rose Firm 


WASHINGTON, March 3 (AP) — 
The l^ose Law Firm, where Hillary 
Rodham Clinton used to work, has re- 
ceived 22 Government contracu in sav- 
ings and loan cases since 1989. earning 
well over SI million for the firm, ac- 
cording to billing records examined by 
The Associated Press. 

The S.& L. cleanup contracu include 
one involving a failed thrift that is now 
at the cenur of an investigation by 
Robert B. Fiske Jr. the special counsel 
who is looking into the Clintons' busi- 
ness dealings. 

The law firm's work has so far yield- 
ed at least 11.27 million, records show. 
The amount budgeted for iu remaining 
savuigs and loan cases is $600,000. 

The work awarded to the Little Rock 
firm has generally involved helping 
regulators pursue thrift officers and 
others they believe responsible for sav- 
ings and loan failures in Arkansas. 

Most cases were handled by lawyers 
other than Mrs. Clinton and three oth- 
ers who followed the Clintons u Wash- 
ington — Webster L. Hubbell. the Asao- 
CMU Attorney General; Vincent W. 
Foster Jr., the lau deputy White House 
counsel, and William Kennedy, a Whiu 
House lawyer. 

According to the billing records. 
Rose lawyers have charged taxpayers 
from $75 an hour for junior assocUtes' 
work u $140 an hour for work by senior 
partners. The rates are modest when 
measured against billings from firms 
in bigger cities like New York, where 
.hourly fees were $200 and higher. 
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Clinton Distances Himself From Inguiry Briefings 

By DOUGLAS JEHL 

SornM M nw Nr* Vart TMm* 

WASHINGTON. March 3 — Presi- 
dent Clinton and Treasury Secretary 
Lloyd Bemsen moved today to disasso- 
ciate themselves from the conduct of 
aides who met privately three umes m 
irecent months to review the sutus of a 
confidential investigation mto an Ar- 
kansas savings and loan. 

“I think it would have been better if 
po conversations had taken place.'* Mr. 
piinton told reporters this morning. 

^rs after news accounu detailed two 
previously unknown dis cu s s i o ns be- 
tween senior Treasury officials and 
White House aides about the investiga- 
tion of the Madison Guaranty Savings 
fibl 

' Speaking thU morning for the first 
iftne publicly about the briefings. Mr. 

8 Inton said he believed that Bernard 
. Nussbaum. the Whits House coun- 
SL and others whd participated in the 
Setings had done nothing wrong. 

^ut the President said that he feared 
foey had left an impression of Impro- 
hrlety. and he ordered the White House 
^f of suff. Thomas F. McUrty 3d, 

^ draft new restrictions to insure that 
his aides would not take pan In such 
fgeetings agam. 

B tsea Calls for Review 


{ As Republican leaders issued harsh 
criticism of the Administration’s han- 
bllng of the matter. Mr. Bentsen went 
even further, issuing a written state- 
hiMit saying that he had asked Treas- 
bry’s Office of Government Ethics to 
Uview his subordinates' conduct. 

^ Mr. Bentsen, whose four top alde< 
Kch took pan in at least one of the 
three sessions, said he had requested 
the internal review "to insure that all 
raical guidelinea were followed. " In 
terse language that officials said he 
had dicuted himself. Mr. Bentsen ex- 
pressed confidence in the Treasury of- 
ficlaU but said: "I did not attend any of 
these meetings, nor was I Informed of 
bny of these meetings. " 

‘ White House officials were caught by 
kurpnse by Mr. Bentsen's call for an 
Investigation and said Mr. Clinton had 
Concluded that no retrospective action 
was necessary. But Gem^ Stephano- 
poulos. a senior adviser to the Presi- 
dent. said tonight that the Treasury 
Department investigation would cover 
all three conucts between Treasury 
and White House officials. 

Criminal Inquiry Warning 
! In the first of the meetings. Admmis 
(ration officials said today, the Treas- 
ury Department's top lawyer gave the 
White House advance warning that 
Government regulators planned to ask 
ihe Justice Department to begin a 
cnminal investigation into the failed 
Madison Guaranty Savings and Loan, 
and that the request would name the 
tiintons as possible beneficiaries of 
Hlpgal actions. 

The Clintons were partners with 
Madison's owner. James B. McDougal. 
in a (ailMl real estate venture, the 
.Whitewater Development Company. 
That investment and the subsequent 
failure of the savings and loan are now 
the subject of an investigation by a 
:>pecial counsel. Robert B. Fiske Jr. 

The efforts by Mr. Clinton and Mr. 
Bentsen to msulate themselves from 
the aides who took part in the meetings, 
including Mr. Nussbaum and Deputy 
Treasury Secretary Roger Altman, re- 
jlected a growing recognition within 



Senators Bob Dole, left, of Kansas and Alfooae M. D’ Amato of New 
York after announcing that Republicans might try to block a Presiden- 
tial appointment until the Senate held hearings on Whitewater. 


the Administration that the case is 
proving politically damaging 

The advance warning to Mr. Nuss- 
baum. the White House counsel, was 
given on Sept 29 by Jean Hanson, the 
Treasury D^rtment’s general coun- 
seL Their conversation was the first of 
the three between senior Treasury offi- 
cials and White House aides about the 
investigation of Madison Guaranty by 
the Resolution Trust Corporation, the 
Federal agency in charge of dlsposuig 
of failed savings and loan insututions. 

White House officials said that Ms. 
Hanson, who was then also serving as 
the trust corporation’s acting counseL 
had told Mr. Nussbaum in a brief en- 


Amid criticism, 
the White House 
drafts rules for 
aides’ meetings. 


counter that a trust corporation docu- 
ment recommending a cnminal inves- 
tigation of Madison Guaranty would 
name the Clintons as possible benefi- 
ciaries of illegal actions by the thrift. 

But II wss not until at least a week 
later, on Oct. 8. that the trust corpora- 
tion formally asked the Justice Depan- 
mem to look into the matter. That 
I would mean that Mr. Nussbaum took 
I pan in discussing a cnminal referral 
involving the Clintons while it was still 
being evaluated by the corporation and 
before the Justice Depanment learned 
of the case. 

CHMon Adviser Got Word 
Dee Dee Myers, the White House 
spokeswoman, said tonight that Mr. 
Nussbaum had been given the impres- 
sion that the decision was "a fait ac- 
compli." Another White House official 
said that Mr. Nussbaum had done noth- 
I mg with the information except tc 


share it with Bruce Lindsey, a senior 
adviser to Mr. Clinton. 

But the information contained in 
criminal referrals is generally regard- 
ed as so sensitive that Adminutration 
officials described the conversation be- 
tween Mr. Nussbaum and Ms. Hanson 
as the hardest to defend of the three 
private briefings, the last of which oc- 
curred just three weeks ago. 

Not only are the deuils of any allega- 
tions normally kept from those who 
might become the subjects of an inves- 
tigation, but Government procedures 
seek as a rule to keep regulators’ find- 
ings from being shared with political 
appointees who might taint the investi- 
gation. 

Ms. Myers, nevertheless, said to- 
night that Mr. Clinton retains "full 
confidence” in Mr. Nussbaum. Other 
senior officials desenbed his conduct 
as within acceptable bounds because 
the Clintons had not been subjects or 
urgets of the Federal investigation. 

Neither Mr. Nussbaum nor Ms. Han- 
son returned telephone calls placed to 
their offices today. 

As Republicans intensified their crit- 
icism today. Senator Bob Dole of Kan- 
sas. the Republican leader, and Sena- 
tor Alfonse M. D'Amaui. a New York 
Republican, announced that they and 
41 other Republican Senators would 
block Senate confirmation of President 
Clinton's nominee to the chairmanship 
of the Federal Deposit insurance Cor- 
poration until the Senate Banking Com- 
mittee hold heanngs on Whitewater. 

Senator Dole issued his harshest 
criticism yet of the Administration's 
handling of the issue, saying that a 
coverup might be under way by the 
Administration and Congressional 
Democrats. 

"The Democrats in Congress are ap- 
parently going to participate in a co- 
verup. and not try to get the facts." Mr. 
Dole said. 

Mr. O' Amato was more blunt about 
the CUnton Admmistration’s handling 
of Whitewater. "They are stonewalling 
and creating their own Whitewater- 
gate," he said. 
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White House Ethics Meltdown 


'V From now on. President Clinton says, “every* 
* .-one will be much more sensitive" about attending 
Improper meetings between White House and 
- dTceeaury officials concerning the Resolution Trust 
;^fC6rpormUoa’s inquiry into a savings and loan asso* 
'mlation with close ties to him and Mrs. Clinton. 

. Suf« that wquld be progress. But Mr. Clinton’s 
respon s e explains why his Administration is 
ii>bairily- the^ ^hoM reckless in interfering with the 
' itoUgrity if Federal investigaUve agencies since 
v2ilet of Richard Nixon. 

Mr.* Clinton's effort at political damage control 
;r>-M]ows the astonishing revelation that White House 
'^aidbs hefaT not just one, but three such improper 
f <^nfeetihgk with senior Treasury offich^ 

Deputy Treasury Secretary Rogck* Altman, the 
R.T.C. chief, told the Senate Banking Corn- 
iest week about the “heads up” meeting he 
several weeks ago for White House offi- 
kciats. This week came the news there were two 
; White House meetings in October where other 
ofUdals discussed the case with Bernard 
turn, the President’s counsel, and other White 
^HoiIh offidals. 

piOed with these repeated efforts to compro- 
rtthe inquiry into Madison .Guaranty Savings 
LCmoi and the Whitewater case, the special 
is^ Robert Fiske Jr., must move swiftly. He 
iktimmedlately subpoena all notes taken at the 
_ i imd deptM the participants under oath. 
.tMeanwhlle, the President must show that he is 
>^ihe architect of this investigative sabotage by 
j against those who violated basic conflict-of- 
[Ihtnvst prikidples. It is not enouah that Mr Altman 
> himself from the Madison inquiry. Treasury 
Lloyd Bentsen should remove him from 
ks.aetlng R.T.C head today and insull the 
dmst-ranking untainted official to run the 
— r nn interim basis. Similarly, Secreury 

SBentsea has- cause to remove Jean Hanson, the 


Treasury counsel, for briefing Mr. Nussbaum in 
advance on where the supposedly independent 
R.T.C investigation was going. 

It is. of course, long past time for Mr. Nuss- 
baum to be dismissed. He seems to conceive of 
being “the President’s lawyer" as a license to 
meddle with the integrity of any Federal agency. 
First, he and his staff tried to involve the Federal 
Bureau of Investigation in a politically inspired 
White House purge of employees of its travel office. 
When Vincent Foster, the d^ty counsel, commit- 
ted suicide, Mr. Nussbaum interfered with the in- 
vestigation by the National Park Service police and 
transferred sensitive files to Mr. Clinton’s private 
lawyer. 

All this paints a picture of a White House 
dedicated to shortcutting justice if that is what it 
takes to shield the financial affairs of Mr. Clinton, 
his wife and their friends from scrutiny. This Presi- 
dent desperately needs first-rate legal advice and a 
staff that is visibly under someone’s managerial 
control White House chief of staff Thomas McLar- 
ty’s response, a mildly chiding memo about improp- 
er meetings, is totally inadequate to the situauoa 

The Whitewater inquiry itself will move onto 
more intriguing ground with The New York Times’s 
disclosure today about grand jury testimony that 
the Rose Law Firm may have been shredding 
documents belonging to Mr. Foster and Mrs. Clin- 
ton. If the shredding of the Foster documents took 
place after Mr. Fiske said he was looking into the 
suicide, that action may be illegal Mr. Fiske will 
have no choice but to question Mrs. Clinton and 
Associate Attorney General Webster Hubbeil, both 
former partners in the firm, about their knowledge 
of any destroyed documents. 

Of course, punishing the incompetent and as- 
serting firm conflict-of-interest principles requires 
a President who is dedicated to evenhanded justice. 
So far there is scant evidence of those qualities. 
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Whitewater Is Starting to Have Diverse Impaet; 
First Key Victim Could Be White House Counsel 


By Jcmey H. Bunbacm 
A nd Kenneth H. BAcav 

staff Reporters of Tint Wall SmCKT Jjm wxal 

WASHINGTON-The swirttng White- 
water scandal is beg in ning to hurt the 
ainton administratioa on many fronts. 

The first major victim could be White 
House Counsel Bernard Nussbaum. Many 
in the White House believe he has mishan- 
dled a series of Whitewater-reiated mat- 
ters and will have to go. In addition, the 
partisan waten of Congress have gotten so 
roiled that an important nomination and 
the president's legislattve agenda appear 
to be under threat. 

Even the president's allies are begin- 
ning to separate themselves from the 
White House. In partlailar. Treasury Sec- 
retary Lloyd Bentsen asked the Office of 
Cknremment Ethics to review three meet- 
ings between top Treasury officials and 
White House aides regarding possible Res- 
olution Trust Corp. lawsuits in a case 
involving a failed Arkansas thrift. Mr. 
Nussbaum wu present at all three meet- 
ings. Oqmty Secretary Roger Altman, who 
is also interim RTC chief, and General 
Counsel Jean Hanson are among the offi- 
cials subject to the review. 

In a more partisan action. Senate Re- 
publicans vowed to block confirmatioo of 
the Federal Deposit Insurance Corp. chair- 
man until Democrats agree to hold hear- 
ings on the circumstances that ted to the 
failure of Madison Guaranty Savuigs a- 
Loan, which has been linked to Bill and 
Hilla^ Rodham Ginton's politicai and 
business dealings in Arkansas. 

Pressure on Nussbaum 

Top adminisuation offldab said they 
couldn’t see how Mr. Nussbaum will be 
able to remain in the wake of disclosures 
about the questiooable meetings with reg- 
ulators who are probing the Gintons 
Whitewater reai-esute investment. Even 
Mr. Ginton entidzed the meetings when 
asked about them. While saying, "nearly 
as I can determine, nobody has done 
anything wrong or attempted to improp- 
erly influence any government action." 
the president added. "1 think it would be 
better if the meetings and conversations 
hadn’t occurred." 

Last night, the White House publicly 
defended Mr. Nussbaum. "The president 
has confidence in Mr. Nussbaum: he's 
done good things." said Mark Gearan. the 
White House comrounicatioos director. 
.Mr. Nussbaum couldn’t be reached for 
comment. 

Letvliif a Bad Imi»ressk» 

Mr. Nussbaum has had a notably cala- 
mitous tour of duty. Although he helped 
choose two often-praised Ginton ap- 
pointees - Supreme Court Justice Ruth 
Bader Ginsberg and FBI Director Louis 
Freeh - he also has weathered heavy cnii- 
cism for his role in the aftermath of the 
firing of the White House travel office, the 
failed Zoe Baird nomination for attorney 
general, the abortive nomination of Lani 
Guinier to be the Justice Department's 
civil-rights chief, and. more prominenUy. 
his removal of Whitewater fUes from the 


ufice of his deputy Vincent Foster after 
his suicide last summer. 

White House insiders said thau al- 
though he hasn’t been accused of doing 
anytUng illegal, his actions have left the 
impressioa that the White House was 
staiUng and even stonewailing in matters 
related to Whitewater and Mr. Foster’s 
death. The appearance problem wu 
ironic, given Mr. Nussbaiim’s stint in 
Washington u a senior staffer on the 
Watergate ooverup investigation in the 
House. 

The ethics inquiry initiated by Secre- 
tary Bentsen adds a new element to the 
Madison case. It's the first admiiiistration 
acknowledgement that department ofll- 
cials'may have breached Treasury rules 
designed to protect the independence of 
financial agencies. The RTC selis off the 
assets of failed thrifts and often suu 
lawyers, accountants and thrift otflcmi 
who may have contributed to the thrift's 
failure. 

White House and Treasury officials 
confirmed a Washiiigton Post report that 
Treasury officials had discussed the RTCs 
investigation of Madison twice last faU 
with White House officials. The White 
House said that at a Sept 29 meeting. Ms. 
Hanson told Mr. Nussbaum that criminal 
referrate against Madison had been pre- 
pared by the RTC for consideration by the 
Justice Department. On Oct. 14. Ms. Han- 
son and Mr. Nussbaum met with other 
White House and Treasury offldais. 

Although Mr. and Mrs. Ginton were 
mentioned in the RTCs criminal referral, 
they’re not targets of the inquiry, accord- 
ing to the Post Mr. Ginton hu denied any 
wrongdoing. A special counsel is investi- 
gaung the failure of Madison and its 
connection, if any. to Whitewater Develop- 
meat Co., a north Arkansu land venture 
owned by the Gintons and the former 
owner of Madison and his wife. 

*rhe disclosure of last fall's meetings 
follow tesUmony by Mr. Altman, who told 
the Senate Banking Committee last week 
that he had recently discussed with Mr. 
Nussbaum the statute of limiutions on 
RTC cml actions involving Madison. Mr. 
Altman has recused himself from further 
i-nnsideraUon of Madison. Yesterday, he 
said he discussed only public information 
and that the Treasury’s ethics officer had 
cleared the meeUng. 

The OOP’s decision to block a vote on 
the nomination of Ricki Tigert to head thei 
FDIC shows that the partisan bickering 
could slow presidential appointments and. 
more importanL stop legisUtioo. Ms. Ti- 
gert was particularly vulnerable to being 
taken as a political hostage because she is 
an acquamtance of Mn. Ginton’s and in 
tine to head a bank-supervisory agency. 
Republicans charge that the White House 
IS tryliif to exert political control over bank 
regiiUiors to choke off investigations into 
the arcumstances surrounding the 1989 
failure of Madison. 

"In this dimate of concern about the 
integrity of our financial system, it is 
absolutely essential that the public have 
complete confidence in our independent 
bank regulatory system." said Sen. Al- 


fonse D’Amato (R.. N.Y.). 

At a Bankiiig Committee hearing on an 
administration plan to consolidate bank 
regulatory agendes. .Mr. D'Amau an- 
nounced that 43 RepubUcan senaion have 
signed a letter pledging to block consider- 
ation of the Tigert nomination until the 
committee ’’has an opportunity to thor 
ougMy examine" the RTCs handling of a 
dvU investigation into Madison. Banking 
Committee Chairman Donald Rlegle (0.. 
Mkh.) hu refused to hold extensive hear- 
inga.ddngthespecialoounsel'sinvestlga* 
don. 

The White House reacted angrily to the 
hol^ of the Tigert nomination, which 
wu cleared by the Senate Banking Com- 
mittee 16-1. "It's unfortunate that the 
Senate is going to play politics with 
thii," said spokeswoman Dee Dee Myers. 
"We’D cooperate with the special counsel 
and [the ethics offlcel. In the meantime, 
the Senate ought to get on with the busi- 
neu of debating these appointments and 
debating issues that matter to the future of 
this country." 

Mr. D’Amato suggested that GOPoppo- 
sitton won’t stop with the Tigert con- 
firmation. "We're not going to let this 
matter rest." he said at news conference. 

The administration hu been stung. Mr. 
Bentsen instructed Treuury officials "to 
have no contad with the White House 
about tills case. ” He noted pointedly 
that "I did not attend any of these 
meetings, nor wu 1 informed of many of 
these meetings." 

White House Chief of Staff Thomu 
McLaity issued a twoiiaragraph memo 
outlining the rules about contacts with 
outside agendes reganUy; Whitewater. 

“No contact by the White House with 
executive branch or independent agendu 
regarding these matters should be made 
without prior authorisation from the dep- 
uty oounwl. ” the memo stated. Mr. Clin- 
ton said. "We will bend over backward to 
avoid not only the fad but any appearance 
of Impropriety." 

Separately, the fuU Federal Bureau of 
Investigation background report on Assod- 
ate Attorney General Webster Hubbellwu 
sent to the Senate Judiciary Committee 
following a requut by Republican Sens. 
Strom Thurmond of South Carolina and 

Charles Grassley of Iowa. 

At the time of Mr. Hubbeli’s confirma- 
tion hearing tut year, only a summary of 
the report, u is the general pradice. wu 
avadahle to the committee. A Justice De- 
partment s p okes m an said th ere is nothing 

in the document about a reported inv^' 
gatkm into Mr. HubbeU's billing practicu 
when be wu with the ROM Uw Firm, 
becauw. the spokesman said, there wu no 
I investigation. 
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R EVIEW & OUTLOO K 
Poison, Then Recuse 


Recusal is suddenly much in the 
news, with the disclosure that Trea- 
sury oificial and part-time regulator 
Ro^r Altman gave White House 
Counsel Bernard Nussbaum a ’heads- 
up” about the statute of limitations. 
While Mr. Altman subsequently pro- 
ferred a recusal in his post as head of 
the Resolution Trust Corp.. some ask 
if the damage is already done. 

So this is perhaps an apt moment to 
take a closer look at the recusal of 
Paula Casey. U.S. Attorney in Little 
Rock, from the case against David 
Hale. Independent Counsel Robert 
Fiske Jr. is now supposed to detennine 
whether the President and Mrs. Clin- 
ton did anything wrong in their in- 
volvement with Whitewater Develop- 
ment Corp., but as a result of Ms. 
Casey’s handiwork and some deci- 
sions of his own. his first priority 
seems bizarre. He and three assistants 
were in court this week to press the 
prosecution of the most threatening 
witness so far against the President. 

To review the basics: Mr. Hale is a 
former municipal judge appointed by 
Governor Clinton, and also head of 
Capital Management Services Inc., a 
small-business investment company. 
His SBIC failed, and he is now charged 
with fraud: search warrants in his 
case were issued the morning of Vin- 
cent Foster's suicide. Among his bad 
loans was S300.000 to a company con- 
trolled by Susan McDougal, a White- 
water partner with her husband and 
the Clintons: some si 10.000 of this loan 
ended up in the Whitewater account 
Mr. Hale has told reporters that the 
loan to Mrs. McDougal was made at 
Governor Clinton's behest. 

Ms. Casey was appointed U.S. At- 
torney in Little Rock after the incom- 
ing Clinton Administration’s unprece- 
dented action of firing all sitting U.S. 
Attorneys at a swoop, without replace- 
ments ready for many. She is a former 
campaign worker for and law student 
of the President. 

Repnnted nearby is some pre-in- 
dictment correspondence between Ms. 
Casey and Mr. Hale's lawyer, Randy 
Coleman, concerning a possible plea 
bargain just prior to his indictment. 
We would not render any judgment on 
the substance of the correspondence, 
which must be read as the pushing 
and shoving typical of such negotia- 
tion. Given the e.xperience of the in- 
sider-trading prosecutions. the 
Wedtech case and the like, we’d be 
among the last to rely on uncorrobo- 
rated plea-bargain testimony. The ev- 
idence that Mr. Hale made fraudulent 
loans seems strong, and Mr. Coleman, 
clearly no fool, is trying to posture him 
in the best light. 

Still, it could scarcely be clearer 
that Ms. Casey had no business in the 
middle of these negotiations. Mr. 
Hale and Mr. Coleman were being 
asked to deliver their evidence to a 
longtime associate and appointee of 
someone it purponed to implicate. Ul- 


rimately. Ms. Casey, like Mr. Altman, 
found it necessary to recuse herself, 
os Mr. Coleman suggested early on. 
But by then Mr. Hale had been pub- 
licly indicted, precluding the possibil- 
ity of his being wired up in an under- 
cover investigation into, as Mr. Cole- 
man put it. “the banking and borrow- 
ing practices of some individuals in 
the elite political circles of the State 
of Arkansas.” 

When Mr. Fiske arrived on the 
scene, he had the Hale prosecution to 
deal with, and decided to press it as 
hard as possible, filing a superseding 
indictment. In court arguments this 
week, he won a ruling that Ms. 
Casey’s involvement with the grand 
jury did not automatically taint the in- 
dictment: there was no smoking gun. 
and she recused herself only because 
of appearances, etc., etc. Also in these 
hearings, Mr. Hale’s co^lefendants 
won a separate trial: they will be tried 
in June while Mr. Hale's trial will start 
.March 28. 

”We consider Hale an essential 
witness, and the reason we asked for 
a prompt trial date is that it’s neces- 
sary to resolve this pending indict- 
ment before he's available to us.” Mr. 
Fiske says. Mr. Hale has never told his 
Clinton story to law-enforcement offi- 
cials: Mr. Piske’s court niings say it’s 
necessary to conclude his “dual sta- 
tus-as witness in the overall investi- 
gation and as defendant here.” 

Another law-enforcement official 
might see no reason why the trial 
could not be delayed while Mr. Hale's 
evidence was collected and tested. His 
defenders of course contend he is be- 
ing singled out for prosecution and 
punishment precisely because he 
threatens to implicate others, includ- 
ing Mr. Ginton. The best result would 
be a plea bargain before the March 28 
date, but Ms. Casey’s pre-recusal ma- 
neuvering complicates the prospects. 
There is now of course no possibility of 
using Mr. Hale to gather fresh evi- 
dence. Also, he now has the conflict-of- 
interest grounds on which to base a set 
of appeals, at the very least delaying 
any sentence. This of course would 
also delay the Whitewater investiga- 
tion, probably beyond the next Presi- 
dendai election. 

With the trend of belated recusals 
undermining confidence in the regula- 
tors and the administration of justice, 
what’s needed here is neither indict- 
ments nor yesterday’s White House 
statement instructing officials to 
'bend over backward" to avoid White- 
water conflicts. What's needed is 
some public accountability. If Ms. . 
Casey needed to recuse henelf in No- i 
vember. why not September? Whose i 
idea was it to fire all U.S. Attorneys in I 
the first place? Our suspicion is that in 
the middle of it you will find Webster 
Hubbell. who could bend over back- 
ward by resigning. Is there anyone in 
Congress responsible enough to get 
answers to these questions? 
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Bargaining in Little Rock 


hnilou'tnn IS an exc/umae of rormpon- j 
/rnce betn een Rnnriu Coleman, attomnt nr i 
[>inri Hale, and Paula Caseu. U.S. attomeu | 
n Utile Rock, just prior to the September in- 
lictment of Mr. Hale for fraud conreminq 
ihe Small Business investment Carp, he 
inananed. 

• Oie of Mr. Hale’s loans loas for ttOO.OOO 
10 a concern owned by Susan McDoupat. a 
partner with her husband and Bill and 
Hillary Ginton in Whitewater Development 
Corp. Some $110,000 of this money report- 
fdly ended up in the Whitewater account. 

Ms. Casey, a longtime associate of the 
Gintons appointed to her post when the in- 
romtng adminutratum fired all sitting U.S. 
attorneys, subsequently recused herself 
from the case because of her assoaatton with 
some of the individuals involved, indepen- 
demcoimsti Robert Fiske has obtained a su- 
perseding indictment, and is prosecutina 
Mr. Hale as his first court case. 

* » ♦ 

Mr. Coleman to Ms. Casey. Sept. 13. 1993: 
This letter is written as a follow up to 
our recent personal phone conversations. . 

Fletcher Jackson of your office has pre- 
viously told me that Mr. Hale will be in- 
dicted on one or more charges on the third < 
Tuesday of September, being September 
21. 1993. Since first becoming involved in 
this matter approximately five (S) weeks 
ago and being informed of this anticipated 
event. I have been attempting to reach 
I some form of negotiated plea with your of- 
fice without any success. 

I cannot help but sense the reluctance 
in the U.S. Attorney’s office to enter into 
plea negotiations in this case. I cannot 
help but believe that this reluctance is 
borne (sic I out of the potential political 
sensitivity and fallout regarding the infor- 
mation which Mr. Hale could provide to 
your office, but at the same time it is in- 
formation which would be of substantial 
assistance in investigating the banking 
and borrowing practices of some individu- 
als in the elite political circles of the State 
of Arkansas, past and present 1 can cer- 
tainly understand the reluctance of any- 
one locally to engage in these matters, po- 
litical realities beii^ what they are. 

Would it not be appropriate at this point 
for your office to consider terminating par- 
ticipation in this investigation and to bnng 
in an independent prosecutonal staff, who 
ore not so involved with the history of the 
personalities and circumstances of this 
case? Such action might serve your office 
better. It would certainly serve Mr. Hale 
better because 1 feel that he is being prej- 
udiced by not being afforded opportunities 
that other targets of a potential criminal 
prosecution are afforded in the process of 
plea negotiations 

Ms. Casey to Mr. Coleman. Sept. 16: 

... My recollection of our meeting on 
September 7 is that I told you that 1 would 
not consider granting immunity to your 
client nor would I consider tiling only mis- 
demeanor charges. You made it clear to me 
that one felony would be as disastrous to 
your client as multiple felonies. Therefore, 
our plea negotiations are at an impasse. 

I did tell you that if Mr. Hale was will- 
I ing to offer substantial assistance in the 
prosecution of other defendants. 1 would 
consult with my Litigation Committee 
about requesting a motion authorizing a 
reduction in sentence. The motion to re- 
duce sentences comes only after a plea of 
guilty to felony charges. If your client is in- 
terested in cooperating in exchange for 
such a reduction, he must make himself 
avaUable to federal agents for questioning 

so that we can determine whether his prof- 
fer ments such a motion. I will be pleased 
to arrange such an interview at your earii- 
i est convemence. 


The fact that 1 am not willing to enter 
into any otiier agreement with Mr. Hale 
should not be construed as reluctance on 
my pan to prosecute any individual when 
the situation merits prosecution. 

Mr. Coleman to Ms. Casey. Sept. $0: 

Apparently we are not going to achieve • 
anything further on plea negotiations in 
this case at the present time. Time is be- 
coming a pre^xis commodity. While we 
do not feel that the Government should 
proceed with an indictment against Dave 
Hale, we would suggest that any return of 
the Indictment be sealed to allow the sides 
further time to negotiate a difficult situa- 
tion. 

Michael Johnson, for Ms. Casey, to Mr. Cole- 
man. Sept, to: 

aar iiin - today I phoned you and re- 
quested that you provide a proffer of any 

information your client wished to bring to 
our attention. You have responded by let- 
ter dated this date in which you indicated 
that you did not believe we will achieve 
anything further m plea negotiations. As 
you acknowledged, your letter was in re- 
sponse to our earlier phone conversation. 

Our position is as we have sttted to you 
before, that is. we are fuOy interested in 
ail uiformation your client has to offer. Be- 
cause of his significant involvement in 
. nminal activity, it is unacceptable to us 
to grant him immunity. We are willing to 
provide your client with a motion autho- 
rizing reduction of sentence for substan- 
tial assistance upon his plea of guilty to a 
felony charge of fraud and his providing 
the substantial assistance. Of course to 
date your client has offered no tangible in- 
formation on which any such arrangement 
could vet be made. My understanding of 
your letter is that he chooses not to do so 
iit this time. 

We see no reason not to proceed with 
the presentation of our case to the grand 
jury and our other normal process of han- 
dling grand Jury matters. Should the grand 
jury decide to indict your client, we will re- 
main ready to listen to any proffer you or 

'‘Would It not be ap' 
pTopnate at this point for 
your office to consider ter- 
minating participation in 
this investigation and to 
bring in an independent 
prosecutorial staff, who are 
not so involved with the 
history of the personalities 
and circumstances of this 


vour client have to offer and go forward on 
the basis that we have outlined above. 

Mr. Coleman to Mr. Johnson, dated Sept. iO: 
Thank vou for your letter of September 
20. 1993. “nie procedures proposed therem 
are an eleventh hour attempt to do what 
( <Hild and should have been done several 
weeks ago given some proper inducement 
to Mr. Hale. I previously indicated to your 
••ffice that we were willing to listen to rea- 
sonable proposals other than immumty for 
some lime, but did not receive any con- 
rrete offers. Also. 1 have previously indi- 
cated to Fletcher I JacksonI some time ago 
very definitive areas in which Mr. Hale 
had knowledge and also reviewed a list of 


am« iiivolY«d as well. I made It >i^ 
lat Mr. Hale was willmg to paitiapaie in 
ndercover operations to 
onai information 

luch like the opwations m Kentucky con- 
ucted by federal authonties whidi I read 
bout in the morning newspaper. That op- 
ortunity will now be lost. 
erested In plea negotiations. I wiU be in 
ouch with you later. 

ds Casey to Mr. Coleman, dated Sept, il: 

This letter is in response to your letter 
u txi today which you faxed to my office. 

You ewnment that the letter you re- 
vived yesterday from my “ “ 
'eleventh hour" attempt to set forth a pro- 
cedure acceptable to your cUent You com- 
plain that you have not received any co^ 
crM offers. You also complain t^ pe- 
SSm it is "eleventh hour. ” it wUl be too 
late to go forward to pursue an underrover 
operatkm in which your cUent Is willing to 

*^2?references are misplaced. Our let- 
ter dated September 20. 1993. merely rw 
pitulated discussions between y*" jjd tii^ 
office over the last several weeks. You 
have sought to delay our proceeding ot ^ 
jsnedofthis matter currently scheduled 
session of the Grand Jury. On 
occasion you have rejected any P«*y>}JJ5y 
that your client would consider a felony 
plea and you have insist^ on ^ 
munity or. at most a misdemeanor. 
over, you have claimed that your <^t 
can provide information and have set forth 
nanS^egedly Involved. However, m 
each occasion that you have been re- 
quested to furnish 
again yesterday, you have 
so. Instead, you have 
other general assertion and self-serving 
contention about the lack of Interest by 
this office. 






and the Department of Justice has IsicI 
been and remains interested and willing to 
obtain any and all information your client 
has available. However, he must provide 
specifics and be wiUing to follow through. 
General assertions that he knows signifi- 
cant information regarding "importanr 
people serves IsicI no goal other than his 
undmtandable. but self-serving, desire to 
avoid the consequences of his own signifi- 
cant criminal conduct. As AUSA I Assis- 
tant U.S. Attorney I Jackson advised you. 
the charges presently being considered 
are only one facet of this case, and your 
client faces potential cnminal exposure on 
a number of other items, it is as to those 
items that your client claims to have in- 
formation. 

f at as to your contention that our in- 
tention to proceed with indictment of your 
client compromises the potential for an un- 
dercover operation. 1 was contacted by a 
reporter from the New York Times last Fri- 
day. The reporter indicated to me that he 
had been in contact with your client and 
had interviewed him extensively w Thurs- 
day regarding this "information." The re- 
porter also showed me copies of our past 
correspondence which you had provided to 
him. 1 declined to comment. Your client's 
efforts to put this information into the pub- 
lic forum belies any senous willingness on 
his part to leave open an undercover tiTpe 
of operation. 

In short, we remain willing to hear 
what your client has to offer at such time 
he decides that he is ready. 


coniirwed . . . 
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From a Sov. 9 press\eie(ue bu the Justice 
Department: 

WASHINGTON -Acting Assistant At- 
torney General John C. Keeney today said 
the Jusuce Department’s Criminal Divi- 
sion will take charge of the government s 
investigation into matters concerning for- 
mer judge David Hale and Capital Man- 
agement Services Inc., and the now de- 
funct Madison Guaranty Savings and 


Loan. 

The Criminal Division took over the in- 
vestigation after the U.S. Attorney in Lit- 
tle Rock. Paula Casey, informed the Jus- 
tice Department last week that she and her 
staff had recused themselves because of 
their familiarity with-some of the parties 
and the need to ensure that there be no 
misperceptions about the impartiality of 
the investigation. 


Frm court papers filed by independent 
counsel Robert Fiske. They are addressed to 
arguments raised by another defendant. Eu- 
gene Fitzhugh. who will now stand trial sep- 
arately from Mr. Hale. 

... his entire argument for dismissal of 
the Superseding Indictment rests on the 
Hawed premise that if Ms. Casey recused 
herself from this case in November 1993. 
then her office could not properly have ap- 
peared before the grand Jury with respect 
to this case in September 1993. This argu- 
ment must fall for three principal reasons. 
First, it wholly Ignores the fact that Ms. 
Casey 's reason for seeking recusal was not 
based on any actual conflict, but instead a 
concern about appearances: 


WHITEWATER HEARINGS? A Demo^ 
cratlc senator's aide says he hears nibbles 
in the halls" about Democrats joining GOP 
calls for Senate hearings on the Whitewater 
flap. "Democrats on the Banking and Judi- 
ciary committees are womed that the pres- 
sures are going to be so great that Demo- 
crats won’t have any choice." he says. 


‘T am confident that I and my staff 
are capable of investigating and pros- 
ecuting these matters competently 
and dispassionately. Whether my 
participation and the participation of 
my staff raises questions of the ap- 
pearance of impropriety is a different 
question." [Emphasis added. I (Mcln- 
emey Affldavit. Exhibit A) 

Second, it does not even provide a gen- 
eralized allegation regarding anything 
that anyone in Ms. Casey's office may 
have done in the grand jury that was im- 
proper. And third, it suggests absolutely 
no prejudice that defendant Fitzhugh may 
have suffered as a result of the participa- 
tion of Ms. Casey s office in the grand jury- 
process. 

... The Independent Counsel, and at- 
torneys working at his direction, have 
commenced an investigation into Presi- 
dent and Mrs. Clinton's relationships with 
.MGSL (Madison Guaranty Savings 6c 
Loan I, Whitewater and CMS (Capital Man- 
agement Services I . As set forth above, one 
of the central allegations to be investi- 
gated is defendant Hale's claim, as re- 
ported in the press, that then-Govemor 
Clinton 'pressured ” him into causing CMS 
to extend the S300.000 loan to (Susan Mc- 
Dougal'sl Masters Marketing. 

In order to investigate this allegation 
fully, it is imperative that the Independent 
Counsel interview defendant Hale, or com- 
pel his testimony. This cannot be done un- 
til the present case has been resolved. 



S&L Work Yields Riches 


Federal thrift regulators reduced spending on outside law firms by 9% last year as 3&L liquidabon 
work declined and more legal tasks were moved m-house. Nonetheless, the regulators paid law 
firms S565 million in 1993: below are the 15 firms that got the most work 

FtM and EiHnMt 



Law firm 

cxn 

(S WIMHWI 

1 

Morrison A Hockor 

Kansas City 

$16.3 

2 

Piptr A Marbury 

Baltimore 

10.3 

3 

Schnador. Harrison, Sogal A Lewis 

Philadelphia 

10.1 

4 

Pfttit A Martin 

San Francisco 

9.4 

5 

Dakar A Barron 

New York 

8.S 

6 

Haghts Hubbard A Read 

New York 

8.S 

7 

Kutak Rock A Campbell 

Omaha 

6.5 

8 

Hopfeins A Sutter 

Chicago 

5.6 

9 

Powell, Goldstein. Frazer A Murphy 

Atlanta 

5.5 

10 

Mullin Hoard A Brown 

Amarillo. Texas 

49 

11 

Holland A Hart 

Denver 

46 

12 

Baker A Botts 

Houston 

4.7 

13 

Baker A Hostetler 

Cleveland 

46 

14 

Bayh, Comaughlon. Fensorheim A Malone 

DC. 

4.5 

15 

Brownstein Zeldman A Schomer 

DC. 

4.1 


Source Bent Barkrut Litigenon News Buratt Pubhcattons 
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GOP senators 
tai^et nominee 
to get hearings 


Seek probe of Whitewater meetings 


By Paul Bedard 

noun — lOtO M T— 


Forty-three RepiibUcaii mo- 
atnra yesterday vowed to bloek the 
coafirmattoQ of Ricki R. TIaert to 
head the Federal Depoait lasur- 
ance Corp. (FDIC) unieaa the 
Democratic congreuioiial leader- 
ship calls hearings about the pro- 
prtocy of meetinsa bs tw eao Dep- 
uty Hreasury Secretary Roger C. 
Altman and While House Counsel 
Bernard Nuasbaum to discuss the 
Whitewatei^Madison invettiga- 
tkm. 

The 43 senators set out their 
threat in a letter to the Senate lead- 


**\bu're asking for Mg, big trou- 
ble and showing some stuimingly 
bad judgment when yon start mix- 
ing politics with law enforcement.” 
Smte Minority Leader Bob Dole 
said of the Nuaabaum-Altman 


As Whitewater charge and 


Capitol Hill, Ibeaaury Secretary 
Uoyd Bentaen asked the indepen- 
dent Ofnce of Government Ethics 
to investigato the meetings. Mr. 
Bentsen said the probe should de- 
termine whether ethics rules %vere 
broken when the Resolution Thist 
COrp. (RTC) investigation of Madi- 
son Guaranty Savings and Loan 
Association, owned by former 
Clinton business paitner James B. 
McDougai. was discussed. 

The call for an ethics probe 
came minutes after the White 
House issued its Brst rules gov- 
erning meetings bet w e en its offi- 
ciato and federal agencies looking 
into Madison and the foiled White- 
water Development Corp.. which 
was owned by the Clintons. Mr. 
McDougai and his wife. Susan. Mr. 
Nuaabaum wrote the rules. 

‘‘I’m concerned about it,” Pres- 
ident Qinton told r epo r ter s yester- 
day morning. “Neariy as I can de- 


anytfaing wrong or attemptod 
i mp rop ^y influence any govei 


mant action. But I think it would 
be bower if the mnnringa and con- 


Me Ointtn “should get rid of 
Nuasbaum.” House Minority Whfo 
Newt Gingrich said. “Ihfo White 
HouaaiagettingabonlsBrmanlBl' 
ity ifid that can only I 


Rip. Henry B. Gomalea, Ikxas 
Democrat and chainnan of tbo 
House Committee, 

resisted GOP calls for an indepen- 
dent probe of the WUtowMr- 
Madison affair but agreed to hold 
an RTC oversight hearing March 
24. 

Sea Alfonae M. D'Amato, New 
\brk Republicaa who baa called 
for Senate hearings, said: ”Tbe 
American people d eaery e to hane 
confidence chat the RTC conducts 
its business in sn independsttt and 
impartial fashioa” 

Mr. D’Amato threatened to 
block legislation to stronmlina 

r ^iilatinn pf th e Hawlrftig 

until it is rewritten » protect the 
banking agencies from poli ti c a l 
interference by Clinton “cronies.” 

At issue are three meetings be- 
tween White Houee and 'Deaaury 
officials to discuss Whitewater 
Madison i.ssues: 

• A meeting in late September 
between Mr. Nuasbaum and Dep- 
uty IVeasury Counsel Jeen Han- 
son to discuss the naming of the 
Clintons in the RTCs probe of 
Madison. 

Federal regulators closed Madi- 
son in 1989 atacost of SSOmiUioa. 

#A RTC meeting at the White 
House in October that includid 
Mr. Nuasbaum: White House Com- 
munications Director Mark Gear- 


Devore, who waa Me Benttank 
spctoaiiiaii; and Josh Stetaae Me 
Bontsaoh current cliiflf of staff. 

• A iiiaaring early last month re- 
quested by Me Altman in Me 
Nuasbaumh offloe that included 
Harold Ickes, deputy White Houee 
chief of staff, and Margaret A. wa- 
< iiMtM, first lady HiBiary Rodham 
CUnhioh chiof of staff . 

Me Altman dlacloood the Friwu- 
anr maadna at a hrarins 
late last month. The Wuhingtoo 
Poet r ep o rte d the 1993 meetfogs 


Bruce Unds^; Ms. Haneon; Jack 


“Tb my knowledge there were 
no other meetings involving Me 
Attman or Ma. Hanaon and the 


Spokesmen for the RTC and the 
FDIC said no other meetings have 
occ ur red be t ween their officials 
and Whits House staff. 

The White House said the meet- 
ings were held to discuss bow to 

questioos about the WhitewatoP> 


Earlier this week. White House 
sp ohe a woman Dee Dee Myers said 
the m e eting s were not imp rope r. 

She and Me Gearan also sug- 
saatad that the issue was beina 
hyped by Republicans. “Therek a 
lot of politica going on.” Mr. 


But Mr. Qinton^ statement con- 
the meetings — and the 


i — suggests the Whitt 
House now believes they were im- 


*VWs doot need to have any im- 
pheatkm that we are in any way 
trying to manage orafifoct this pro- 
cess. Wi are not. We must not And 
I dont vrant the American people 
to give it a aecond thought” said 
Me Clinton, w h om aides d escr ibed 
as “angry” that his administration 
was cau^ in an ethics contro- 


Ib offset the appearance of im- 

on ^ 
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Nary a storm misses ‘Dr. No’ 


3v Paul Beaara 

'■« MftSHMT.rON TMES 


In the Senate, he’s known as *Dr. 
No.” In the House, it’s simply 
“Stonewall.” 

Now Bernard W. Nussbaum. for- 
mally known as White House coun- 
sel. the president's chief lauryer. is 
in the cross hairs of the gun sights 
of Ontgress and the press for his 
work as President Clinton’s pro- 
tector and Watergate-trained ad- 
viser. 

Whether for his involvenient in 
the travel office controversy, the 
Whitewater-Madison affain secret 
health care task force meetings, 
bungled Justice Department nom- 
inations or the White House’s ef- 
forts to block an extensive invest!- 1 
gation of the death of Deputy 
Counsel Vincent W. Foster Jr.. Mr. 
Nussbaum is hearing a growing 
chorus calling for his head: 

• Rep. Jim Leach. Iowa Repub- 
lican, says Mr. Nussbaum has vio- 
lated ethics rules by holding meet- 
ings with acting Resolution Ihist 
Corp. head and Deputy treasury 
Secretary Robert Altman about 
the RTCs probe of a faded Arkan- 
sas savings and loan linked to the 
Clintons. 

Mr. Leach, who has a reputation • 
as one of the least partisan mem- 
bers of Congress, has railed on the 
Office of Government Ethics to in- 
vestigate. 

s**The only honor. Ue and po- 
litically sensible course is to re- 
move [Mr. Nussbaum I from his of- 
rioe.” the New York Times said in 
an editorial. 

• "Fire him.” said Mark R. 
Levin, director of the Landmark 
Legal Foundation, a public inter- 
est group. 

• ‘^Bernard Nussbaum, sup- 
posedly the ethical gatekeeper in 
the White House, has caused more 
problems than he’s prevented.” 
wrote Albert R. Hunt in yester- 
day% Wall Street Journal. "Mr. 
Nussbaum. a nice man and an able 
Wdl Street lawyer, must be re- 
placed. He’s out of his depth at the 
White House." 

But Mr. Nussbaum isn't budg- 
ing. 

”He’s bulletproof, and that’s be- 
cause he’s Hillary’s friend,’’ a 
senior administration official said. 

First lady Hillary Rodham Clin- 
ton learned legal wrangling as a 
junior lawyer under Mr. Nuss- 
baum when he was senior asso- 
ciate special counsel for the House 
Judiciary Committee’s impeach- 
ment inquiry of President Nixon. 

"I don't hear anybody suggest- 
ing he should go.” another senior 
Clinton adviser said. "He's in no 
trouble." 

Mr. Nussbaum ’s office was 
charged yesterday with writing 
White House ethics rules to deal 
with the unethical appearance of 
his meetings with government of- 
ficials to discuss probes of White- 
water issues involving the Clin- 
tons. 


Mr. Nussbaum did not return a 
call to his office. 

How did the 55-yearold. cigar- 
chomping former New York law- 
yer become the target of so much 
criticism outside the White 
House? 

A wealthy corporate- takeover 
lawyer. Mr. Nussbaum cam- 
paigned for the counsel’s job. 
throwing a party for the Arkansas 
delegation at the Democratic Na- 
tional Convention in 1992 and giv- 
ing the Clintons advice on how to 
finesse the Gennifer Flowers con- 
tretemps. 

His champion was Mrs. CUnton. 
"They have a fatherdaughter rela- 
tionship,’’ a White House adviser 
said. 

But smce he arrived to take up 
residence on the second floor of 
the White House, the Harvard- 
educated litigator and patron of 
the exclusive Metn^litan Qub 
lunchroom has been in the middle 
of many of the administration’s 
blunders: 

• His review of several nomina- 
tions failed to find the flaws that 
turned out to be fotal He didn't 
unqover Attorney General- 
designate Zoe Baird’s failure to 
pay taxes on an illegal immigrant 
she hired as a nanny. And he didnt 
understand the killer impact of 
civil rights nominee Loni Gui- 
nier's written views on the law and 
the Constitution. 

• He was at a meeting where the 
FBI was pressed to approve and 
support a White House press re- 
lease detailing a bureau investiga- 
tion of the travel office. The White 
House later said that was im- 
proper. 

• He tried to divert congres- 
sional inquiry into Mrs. Clinton's 
secret health care task force meet- 
ings, arguing that the White House 
was being responsive to Capitol 
Hill requests. He was rebuked by 
a federal judge who said the White 
House was stonewalling Congress. 

More recently. Mr. Nussbaum 
has been accused by the U.S. Park ; 
Police of interfering in the investi- 
ttation of Mr. Foster’s suicide, has 
been charged by Republicans with 
attempting to hide the salaries 
of White House aides and has 
stopped CIA Director R. James 
Woolsey from brief ii^ Republican 
Senate Armed Services Commit- 
tee members about Pentagon 
nominee Morton Halperin. raising 
charges of interference. 

His involvement in the White- 
waterMadison investigation and 
concerns that he is spending tax 
money to handle part of the Clin- 
ton defense against Whitewater 
charges have spark^ the latest 
calls for ethics investigations. 

"As the Watergate counsel he 
should have seen how stupid Nixcm 
was. But It appears that Clinton 
has taken Nixon’s playbook and 
taken ev'erything he learned to use 
It to I his) advantage.” a House Re- 


publican said. 

Alan Madison, an executive 
with the public relations firm 
Powell-lhte who has worked with 
the counsel's office, said the 
attacks on Mr. Nussbaum may be 
unfair 

"In that job, no one touts your 
successes because you are there to 
keep the president out of trouble,’’ 
he said. 

But House Republicans s^ Mr. 
Nussbaum lied when he said in a 
letter that "no public funds’* and 
"no White House staff members 
are acting as lawyers’’ for the Clin- 
tons in the Whitewater case 
"where there is no official nexus." 

That letter, provided to The 
Washington Times, was written 
Feb. 10 and followed three meet- 
ings Mr. Nussbaum and two <nher 
White House aides had with Mr. 
Altman to discuss the RTC's probe 
of the Madison Guaranty Savings 
and Loan Associatioa. 

House members who received 
the letter said it was meant to 
cover up Whitewater meetings at 
the White House and the work of 
the counsel’s office to defend 
the Clintons against Whitewater 
charges. Rules prohibit the coun- 
sel from acting as a personal at- 
torney for the president. 

Asked if Mr. Nussbaum was act- 
ing as Mr. Clinton's attorney on 
Whitewater issues. White House 
spokeswoman Dee Dee Myers said 
this week: "This is something that 
obviously involves the president, 
and therefore there are issues that 
you cant separate it completely 
from. He’s the president" 

She noted that the Clintons have 
hired a private lawyer to handle 
their Whitewater defense. 

“Which one of them is telling the 
truth?" asks Rep. Jim Ross Ligh- 
tfoot Iowa Republican, referring 
to the apparent clash between Mr. 
Nussbaum’s suggestion he isnt 
handling Whitewater-Madison and 
Miss Myers’ stttement that he is 
involved. "Neither one." 

Another senior administration 
official said Mr. Nussbaum “is cur- 
rent with" the issues in the inde- 
pendent investigation of White- 
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PRIVATE BRIEHNGS 

The White House sakf yesterday that contacts between President 
Clinton’s staff and Resolution Trust Corp. workers investigating the 
Whitewatef-Madison affair should not have occurred. A history of 
the White House-RTC meetings; 

Urto SoptMRlMr — White House Counsel Bemaro W. Nussbaum 
meets with Treasury Deputy Counsel Jean Hanson to discuss the 
naming of President and Hillary Rodham Clinton in the RTC’s probe of 
the failed Madison Guaranty Savings and Loan. 

Late October — An RTC-White House meeting includes Nussbaum: 
White House Communications Director Mark Gearan: Senior Adviser 
Bruce Lindsey: Hanson: Josh Steiner, now chief of staff to Treasury 
Secretary Lloyd Bentsen: and then-Bentsen spokesman Jack OeN^re. 

Early Fbbmary — A meeting called by acting RTC head and Deputy 
Treasury Secretary Roger C. Altman in Nussbaum s office includes 
Deputy Chief of Staff Harold Ickes and Margaret A. Williams, chief of 
staff for Mrs. Clinton. 

Fab. 10 — Nussbaum tells three House members in a letter that the 
only Whitewater- or Madison-related issues being handled by White 
House aides are congressional and media questions. 

Pcb. 28 — Altman reveals in a Senate heanng that he held a meeting 
in early February at the White House to go over ap RTC Investigation of 
Madison Guaranty Savings and Loan. 

Feb. 28 — Altman recuses himself from RTC work on Madison or the 
Whitewater Development Corp. 

Holiday — Senate Minority Leader Bob Dole demands congressional 
heanngs into the meetings. 

Ibeeday — Sen. Alfonse O’Amato. New Vbrk Republican, joins the call 
for congressional hearings. Rep. Jim Leach. Iowa Republican, calls for 
an ethics investigation. White House spokeswoman Dee Dee Myers 
says nothing improper occurred at the meetings. 

Wodaaeday — The White House acknowledges that Nussbaum and 
Treasury officials met twice last year to discuss the RTC probe of 
Madison. 

toatofday — The White House flip-flops and says that the mootings 
were improper. | 

Th« MMwigign TimM 

water and allegations that Mad- to recover taxpayer losses related 
ison improperly funneled money to the failure of Madison Guar- 
into Whitewater or Mr. Clinton’s anty. ” .Mr Leach wrote, 
gubernatorial campaigns. The .Madisons failure cost taxpay- 

Clintons owned the V^tewater ers SSO million. 

Development Corp., a northern ‘It stretches credulity” to ac- 

Arkansas resort firm, with Madi- cept the administration’s version 
son owner James B. McOougal that the meeting was called only to 
and his wife, Susan. discuss the statute of limitationa 

Mr. Leach said in a letter to the for civil liability involved in the 
Office of Government Ethics that RTC investigation of Madison, Mr. 
Mr. Nussbaum’s actions in accept- Leach said, 
ing Mr. Altman’s invitation for the He added that Mr. Nussbaum’s 

meeting should be investigated. office has ‘taken on unprec- 

“The meeting ought have had edented dimensions that relate 
the effect of being prejudicial to less to the office than the problems i 


the government’s case in attempts of the president.’ 
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The 


Lapses in 
the press 


J ust after the 1992 I 

recall watching on C*SR^ a 

pnael diacunion featuring sev- 
eral journalists. One of them, 
Naciooal Public Radiol Mara Lias- 
son offiered that with Democrats in 
p ow er everywhere, the traditional 
ffiiini of journalists — that they 
range themselves against autfan^ 
ty, not necessarily against Rep^U- 
cans or conservatives — would be 


are now more than a year in» 
the Qlnton administratkai; time ID 
put down our pencils and gnde the 
test The press fiuakad. 

Tbough President Clmton has 
of being manhandled 
by the **suppooedlyiiberal” Wash- 
ington iness Che toht tiiat to W^Oiam 
Grleder). his lament may amount to 
no more than clever spin. As Bfc 
Qlmon surely knows very weUL ho 
mnA his administration hmw been 




would have gotten any Republican 
drawn and quartered by now. 

Lynn writing in Commen- 
taryt itemizes die ethics swamp that 
is the r ti"*"" administration and 
asks a pertinent quesoon: Would 
any of this have bera permitted to 
a Republican? 

There are probably not more 
than 100 Aniencans who can now 
say what Reagan ad m i n istraaon 
Attorney General Ed Mecse w 
supposed to have done to ment the 
cha^ — repeated endlessly dur- 
ing those yean— of "sleaze.” Well, 
Miss Chu reminds us that Mr. 
Meeae failed to put two small stock 
holdings into a blind trust before be 
aaaumed office. 
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O nly partisan opponenta, -in 
CongTBH and in the pren. 
could have characterized Mr 
Meese^ oveniglit as an ethics vio- 
ladoD. Ed Meese practically raeka 
I of rectitude, and everyone who 
knows him knows that— as well as 
I thiqr know of his sloppy office and 
, diaocganized habits. Neverthdeas, 
Ed Meese became, for a whila, tha 
Uviiig symbol of something called 
j "sleiw" and had to endure not one 
but two special prosecutors before 
being cleared. 

The Clintons did not place their 
aaaets in a blind truat until long 
after they took office, in July 1993. 
Mbceover. there is evidence that 
may have sold short some 
health s toc k s they owne d . One of 
tboaa salaa, Miae dm reports, took 
place the day before Mrs. Olntonli 
sp eec h denotmcing pharmaceuti- 
cal companjea, which left he a lt h 


The dlntona have always turned 
aai^ questfona about the WhUa- 
water investment by clainiiiig that 
they weie men "psanve hiveattn^ 
who lost money on the deal If ao, 
why did they not claim the loas 

raptf I g«m« OO thoir tlX 


Baddea, What is already known 
about soma of Mrs. CUnfonS busy 
buying and sdling suggests some- 
th^ otherthan an arm% lengfo 
transaction. In December 1980, 
writes Miss Chu. Mrs. Clinton 
obtained a S30.000 loan from 
an other sa v in g s and ban (not Madt- 
son Guatent^owned by her pert- 
ner in the -Whitewater scheme. 
James McDougaL "She then sold 
the house on the lot [which While- 
water had deeded to her for ftee), 
repurchaaeditindefnihendfinel- 
ly resold both for a sain, not count- 
ing expenses, of S20.000 and a 
reported SI, 640 net < 
hfT DersonaUy.** Later, a 
lawyvdSaedthattheSaOJlOOwas 


Vince Ftasttr adjuated the 
CUntons* tax returns to reflect this. 

Remember the ruckus about Nefl 
Buah? H8‘ was the designated 
punching bag for moiiths just for 
sitting on the board of an S&L that 
went belly up. 

Some • cosunentators have 

fb p tggw*! wWrtMi jm pHr j rfVw M tiUhtk 

Whitewater mess, saying Bill Gun- 


ton doeant 

hungry type. , 

Thsik absurd Let the facts speak 
for themselves. The smoke sur- 
round^ the Whitewater business 
suggests greed and more. The 
sweetheart deals, the payoflk to 
friends, the missing rnxras, the 
conomhcmry stories ex post facm. 
the delay and even the drnlalmig- 

S a frame of mind in this preil- 
that is hubris souared. He 
seems to* behave aa if the rules 
apply to everyone but himself — a 
habit of mind the public finds- 
obncKious in elected offldala. 

Doesthenamhigofaspedalprai- 
ecufor get the preas off the hook? 
WhU. consider this: Robert FUbb baa 
leased office space through 1997 — 
after the next electian. 


Mona Charen is a nationally syrh 
dicatedcolumnisL 
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Risky tactic for Whitewater inquiry? 
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It’s not ‘appearances,’ Mr. President, if s conflict 

4 (As nearly as I can determine, no one has acni- Roger Altnuui tor a Madison Guaranty update. 

ally done anything wrong or atte mp ted to Mr. Altman has already admitted that that meet- 
xA. improperly influence any government ing — at which Jean Hanson was also prese n t — 
action,’* said Qimon yesterday, bobbing and showed **bad judgment" anj has recused himself 
weaving his way around the roost recent break in the from any other Whitewater matters. But the inter- 

Whi lewa fc r levies. Mr. Clinttn apotogaed far the est of the attendance roster does not stop there. Mr 

naughty "appearances" and assured the nation that AlttiiMihnMeti n g with the Clinton tea m in c lu ded not 

his sttfffrom now on "will be much more sensitive.” only Mr. Nussbaum but also deputy chief of staff 

PretHnding the afEur was all wrapped up, Mr CUn- HHoUldBH and Hillary dinaon% top aide, Margaret 

ton said, "I dont think there will be Airther prob- Williams. Ms. Williams is no stranger to Whitewa- 
lens." terftinaybusiiieas. As The i^bshington Times' Jerry 

The president can certainly hope. But the prob- S eper flt i t r eported, she was another O i nt o n sta ffer 

lems he already has are not about to go away. Nor are in on the Rtster flies search after his death, 

thew problems about mere "appearances." The Norwasthismeetingaomekindofiaolatedindis- 
piesidf nt admined yesterday that senior TWasiry crethaL Ifeedingthe White House inside inibnnatian 
Depa r tme n t offlcials have been having p ow^tww s on the Whtiewater inue sti ga t in n was a rec ur r ii ^ 
with top White House offidais. Discus^ was the pnctioeatlbeasury.invotvi^therepeatedinvolve- 
progressoftheResojutionThistCorpAiiiwstigarinn mentofsemalafthedepartmentbk^politicaloai- 
into the fiuledArkaneas Savings and Loan tied to the dds. 

CUnlonb land dealngs.Tbeee'frMeury officials are As much as the White House may try. no one is 

inaolvBd in the running of the RTC, an independent buying the argument that this sort of insider legal 

agency that is currentiy without a head. As revealed trading is just a matter of "appearances" of the sort 

yesaei^ in Ihe WMhingtoa Post, Tbeasuryb gen- Mr. CUnton has pnxnised to rectify. What matters is 
eral counsel. Jean H MSon, p assed on co nfi de nti al behavior. The behaviorof Clinton ad minwratka ioffl- 

inftrniatian about the inXTh criminal refierral on dde, both in the White House and at Treasury, calls 

Madison Guaranty Savings & Loan. In the referral for thorough investigatioa No doubt special White- 

tfaeRTC ashed tfaeAwticeDepert m e u t to i m i f a i i g ai n water counsel Robert FIske Jr. will look iniD this fias- 

criminal winngckfeig at Madison, and named the ca But if 12 years of precedent about the threshold 

CUnloas as otdects fer inquiry (wnhout actually of catecutive branch m isoo n d u c t r eq ui red for Con- 

aocusing them of wrongdoing). greas to take notice has any meaning, there is need 

Tfafe would be bad enough if it werent for the feet far the co ng r e ss i nna linvc sti ga rinn bring demanded 

thri the deiaito were iriaied to Bernard Nimbaum, by Republicans in both houaes. The fear of tough 
the White HouaeoounaeL This IS the same Mr Nuss- queriaoning in front ofa Capitol Hill panel is just what 
baum who has been accused ofbringuMilvBd in some would have made Mr Atanan and his asswranri think 
sort cfWhiWwBWirrnw VI up. the same Mr. Nussbaum twice be fo r e jumping into the Whitewater quag- 

who secretly removed Whitewater flies from the mire. The Democrats' persisient abdication of their 

While House oflloe of Vince Fbster before they could investigative and oversight ivsponBibilities when it 

bedboovered by FBI ageno investigating Mr Fbster^ comes to questions of Mr. Clinttxfe behavior has 

(toatti; the ssn» Mr. Nussbaum wtioreoan tiy me t with emboldened administration officials to engage in 

deputy Ibeasury secretary and acting RTC chief actions that reek of coverup. 
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Themghtmareon 
Pennsylvania Avenue 

You have to get off the porch if you want to run 
with the big dogs, and there's nothing like the pros- 
pect of fresh meat to send old yellow hounds racmg 
to the back yard. 

This is not one of those fraudulently authentic 
quaint Arkansas sound bites Bill Clinton manufac- 
tured for the ’92 campaign, but the president knows 
better than anyone else that a lot of people who 
were saying only a few days ago that there’s nothing 
to Whitewater aren’t any longer saymg that. 

Suddenly even The Washington Post, winch slept 
through wake-up call after wake-up call sent 
through the courtesy of The Washington Times, the 
editorial pages of the Wall Street Journal and the 
New York Times, the Los Angeles Times, and even 
the Washington bureaus of London's Sunday Times 
and Sunday Iblegraph. is suddenly wide awake. 

The Post’s revelations this week of suspected chi- 
canery by Webb Hubbeil at the Rose Law Firm, 
maybe even felonious chicanery, put meat on the 
bones of at least one and. who knows, maybe all 
four of the Rose skeletons that Bill Clinton brought 
with him to Washington. 

Mr. Hubbeil. the attorney general-in-fact, may be 
perfectly innocent of this particular scam, of pad- 
ding the bills of the Rose firm's government clients 
by overbilling and charging clients for his own plea- 
sures. but he can’t argue with the fact that his old 
firm is looking into his ethics (as well as his ex- 
pense accounts and credit card slips). 

Given the imaginative ethics of the Cluiton ad- 
ministration. the first reaction of a lot of people, 
particularly in Arkansas, was that Messrs. Clinton 
and Hubbeil themselves cooked up this Rose inter- 
nal investigation as a diversionary tactic, to fuzz the 
focus of the Whitewater mvestigation and get the 
heat off the White House. 

But no, surely not even Mr. Clinton's powers of 
persuasion could persuade his pal Webb to shoot 
himself. (We’re supposed to believe Vince Foster 
did.) It's the worthies at Rose themselves who are 
haunted by the prospect that past professional in- 
discretions of Webb — and 
maybe Hillary and Vince 
Foster — could even now 
pull down the firm, leav- 
ing dozens of innocent 
reputations in tatters and 
rum. 

Hence what one White 
House insider calls “the 
blind panic" at the big 
house on Pennsylvania 
Avenue ~ and growing 
guilt and consternation in 
many newsrooms, where 
for months and months 
there has been a consen- 
sus that Whitewater was a figment of ideological 
imagination. The Little Rock press is particularly 
sheepish: They had 12 >”ears to look at what Bill and 
Hillary were up to, and never saw a thing. 


Newspapers, like all institutions, reflect the cus- 
toms and instmcts of their communities, and even 
though Little Rock’s two newspapers — the liberal 
Gazette and the conservative Democrat — were 
locked in a war (only the Democrat survived). Mr. 
Clinton and his friends were never examined with a 
skeptical and disinterested eye. In the land of the 
blind the one-eyed man is king, and maybe nobody 
saw anything funny. Nobody smelled it, either. 

Robert S. McCord, a decent and kindly man who 
was a senior editor of the Gazette before it 
sank, scolds the nosy reporters who won’t follow the 
mild and meek Little Rock example in the current 
issue of the Bulletin of the American Society of 
Newspaper Editors. 

“Ever since 1 became a newspaperman more than 
40 years ago,” he writes, “politicians have been say- 
ing that newspapers maligned politicians to the ex- 
tent that public ofHces no longer commanded re- 
spect and qualified persons were reluctant to seek 
them. For the first time, I believe it The country 
may have more to fear from the baby-boomer jour- 
nalist than the baby-boomer politician.” 

Alas, this is exactly the treacly sentiment that 
frightened publishers, indifferent editors and lazy 
reporters want to hear, and for a long time Bill and I 
Hillary could count on either indifference or idol- I 

atry from the press here. They got by with stuff in 
the Cotton States League, so why nr in the National I 
League? < 

Now they profess to have got religion at last, that I 
at last they understand that even presidents arent 
supposed to be above the law, and promise they 
won’t try again to cook the Whitewater investigation 
by misplacing documents, stonewalling Congress, 
and conducting cozy private negotianons between 
the dog and the fox. 

But it may be too late. The president can send out 
for new ethics, he can dump an attorney general-in- 
fact. But how do you dump a first lady? 
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Gmton Voices 1st 
Ethics Concerns 
Over Whitewater 


By DAVID lAlTTER 
and JAMES RISEN 
TiMKs sTArr warms 

WASHINGTON-Preildent 
CUnum on Thiaraday nid for tha 
first time that he is concerned 
about the appearanoe of impropri- 
ety stemming from meetings be- 
tareen White House and Treasury 
Department offldala on the White- 
water controversy. 

The sutement came as Trea- 
sury's second-ranking official cut 
all ties to the continuing investiga- 
tion of the role of tben-Gov. Clin- 
ton and his wife. Hillary Rodham 
Clinton, in the failed Whitewater 
Development Carp, in Arkansaa. 

The White House— hearing 
growing cries of “coverup” from 
congressional Republicans and 
others— stepped up damage control 
efforts to try to keep Whiteirater 
from blowing up into an uncon- 
trolled political problem once 
again. 

Senate Republicans, seeking to 
keep the issue alive, called for an 
investigation into the meetings be- 
tween White House and Trasury 
offldais and threatened to hold up 
confirmatjon of the Admlnistrs- 
tlon's choice for a senior banking 
regulatory position unless hearings 
are conducted. 

As those efforts continued, pres- 
sure built on the White House 
official who has dirset responsibili- 
ty for avoiding ethieal lapses- 
White House Counsel Bernard 
Nussbaum. Despiu widespread 
speculation inside the White House 
and on Capitol HiU. officials denied 
reports that Nussbaum mtends to 
resign, saying that such rumors are 
premature. 

But two offidals conceded that 
Nussbaum has been widely blamed 
for Clinton's renewed difficulties 
'Nussbaum may be a smart guy." 
said one former Administration 
official familur with Whitewater 
issues. "But he's tone deaf.” 

Deputy Treasury Secretary 
Roger Altman met last month with 
three White House officials to brief 
them on a Whitewater -related in- 
vestigation by the Resolution 
Trust Corp.. of which Altman is the 
acung dlrwtor. 

Senior Administration offiaals 
said Thursday that Altman official- 
ly will remain the RTCs acung 
director unul the end of this month 
but has now canceled all RTC-re- 
lated meeungs and acuviues. 

Last fall. Treasury officials met 
twice with White House aides to 
discuss Whitewater -related mat- 
ters. Officials at Treasury and the 
White House insisted that those 
meeungs involved nothing other 
than efforu to respond to inquiries 
from reporters. 
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Thursday afternoon. Treasury 
Secretary Lloyd Bentsen issued a 
sutement saying that he had or- 
dered Treasury officials to have no 
further conuct with the White 
House about Whitewater -related 
issues and had asked the independ- 
ent Office of Government Ethics to 
examine the earlier meeungs ‘to 
ensure that all ethical guidelines 
were followed." 

T he AdministraUon containment 
effort surted with Clinton, 
who. in sharp contrast with his 
recent pracuce. gave reporters a 
lengthy answer when asked 
whether he is concerned about the 
appearance of impropneues m the 
case. 

"The answer is yes. I'm con- 
cerned about that.” he said. "As 
nearly as I can determine, no one 
has actually done anything wrong 
or attempted to improperly influ- 
ence any government action, but I 
think It would be better if the 
meeungs and conversations hadn't 
occurred.” 

Noung the .several invesuga- 

iions of Whitewater- related af- 
fairs. Clinton said that ”it*s very, 
very important that, while all this 
IS going on. that the activity 
' around it should be handled in such 
a way as to avoid even the appear- 
ance of a conflict In addition to 
what the rules are. what I want the 
people here to understand is never 
mind what the rules are. bend over 
backwards to avoid the appear- 
ance” of a problem. 

C linton's remarks were in sharp 
contrast to earlier sutements 
by him and top aides on Whitewa- 
ter. Until Thursday, they had 
brushed aside complaints about 
appearances, insisting that be- 
cause no one has been proven to 
have engaged in wrongdoing, alle- 
gations about appearance problems 
are poliUcally mouvated. 

That earlier approach remained 
at the Justice Department howev- 
er. where Atty. Gen. Janet Reno 
dismissed questions about Assoa- 
ate Atty. Gen. Webster Hubbell. a 
longtime Clinton fnend from Ar- 
kansas. The Washington Post re- 
ported earlier this week that Hub- 
bell's former law firm, the Rose 
Law Firm of Little Rock. Ark., was 
invesugaung allegations that Hub- 
bell had overbilled clients. Hubbell 
has denied any overbilling. 

Reno gave Hubbell a strong vote 
of personal confidence, saying: "I 
have been extraordinarily im- 
pressed with his honesty, his can- 
dor. his professionalism and the 
sacrifices he's making to serve the 
American people. 

"He advised me that he had not 
overbilled or done anything wrong. 
At this point. 1 have no substanU- 
ated information that Mr. Hubbell 
IS doing— has done anything 
wrong.” 

But Reno said that she had not 
asked anybody in the department 
to look into the matter. "At this 
point, all I know is that some 
unnamed source says that the law 
firm IS looking at allegations of 
wrongdoing.” Reno said. "All I 
know from subsuniiated sources of 





Clinton says he is concerned 
about the appearance of Impro- 
priety stemming from meetings 
on the Whitewater controversy. 

any kind is that the Uw firm is 
reviewing the matter, they've 
asked Web quesuons. he's answer- 
ing the questions and they're re- 
solving partnership issues.” 

W hether either Hubbell or 
Treasury officials actually 
have deme an)rihing wrong remains 
in considerable doubt In Hubbell’s 
case, for example, a former senior 
partner at the Rose firm said 
Thursday that he knew of no 
indication of overbilling by Hub- 
bell or of an actual "investigation” 
by the firm. 

Administration officials close to 
Hubbell insisted, as well, that only 
a handful of bills are under review 
by the Rose firm and that no smgle 
Item among them is more than 
S40a 

As for the Treasury meetings, 
interviews with several officials 
appeared to substanuate the asser- 
tion that the two meeungs last fall 
were designed simply to respond to 
a press inquu-y. not to influence the 
invesugauon. 

TkMO staff wrttsr ReoaM J. Ostrow 
c strts m sS te this story. 
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It’s Getting Hotter 
in Washington 

Whitewater rails the presidential waters 


S ometimes the news me- 
dia are too quick to judge, 
but if you hear or read 
the troubling erm cover-up 
being applied to the Whitewa- 
ter controversy more and 
more, it may not be the me- 
dia's fault The WhiUi House 
may have only itself to blame. 

On Thursday President 
Clinton said that high-level 
briefings that took place 
shouldn't have. 

The sessions were 
held among top 
White House 
aides— but did not 
include the Presi- 
dent— and fea- 
tured an extreme- 
ly questionable 
briefing last 
month by Deputy 
Treasury Secre- 
tary Roger Alt- 
man. He is not on- 
ly the No. 2 
Treasury official 
but also the acting chief of the 
Resolution Trust Corp. That is 
the government agency in- 
vestigating the failure of 
Madison Guaranty Savings L 
Loan Assn, in Arkansas. Alt- 
man's briefing gave White 
House staffers an inappropri- 
ate advance peek at what the 
RTC was up to m its probe of 
the failed thrift. 

Bill and Hillary Rodham 
Clinton were real estate part- 
ners with the head of that 
S&L in a development known 
as Whitewater, a 1980s land 
venture in Arkansas. The 
controversy centers on 
whether a sweetheart deal 
was arranged to benefit the 
Clintons and whether Clinton 
as governor kept at bay the 
regulators concerned about 
the thrift. 

Now the White House has 
confessed to the sin of looking 



Clinton: Briefings that 
shouldn't have been. 


bad. It says that although it rived. 


has done nothing wrong, it 
does itself no good when it 
does anything that appears to 
be blocking disclosure. That’s 
the right position to take. 
White House officials must 
recuse themselves— as Alt- 
man belatedly has done— 
from all matters related to the 
Whitewater probe. What is at 
stake is not only their careers 
and their reputations— serious 
matters in them- 
selves— but possi- 
bly this presiden- 
cy. 

Washington old 
pro Lloyd Bentsen 
understands this. 
The Treasury sec- 
retary has asked 
the independent 
Office of Govern- 
ment Ethics to 
probe the contacts 
between TYeasury 
officials and the 
White House 
about the S&L. That was the 
proper thii^ to da The gov- 
ernment's integrity must not 
be in question. The aiqiear- 
ance of misconduct can be as 
corrosive as actual miscon- 
duct 

The phrase WhiUujoter-gate 
is already making the Wash- 
ington rounds these days. 
That's a little too glib. What 
Whitewater ori^nally was. 
after all. was a financial deal 
of somewhat lesser magnitude 
than. say. a good-sized politi- 
cal payoff scandal. But if the 
White House or the Presi- 
dent's allies orchestrate in any 
manner a cover-up. or even 
offer the appearance of a cov- 
er-up. then the gate suffix will 
be appended to Whitewater 
without objection. The White 
House IS perilously close to 
that point. One more major 
miast^ and it may have ar- 
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D’Amato to Block Nomination i 
Of Tigert to Head FDIC Until 
Whitewater Issue Is Resolved 


By ROBERT M.GARSSON 

WASHINGTON — The Sen- 
ate Banking Committee's rank- 
ing Republican said Thursday 
that he will block a vote on Ricld 
llgen’s nominauon to head the 
Federal Deposit Insurance 
Coq>. until President Clinton’s 
involvement with a failed thrift 
is fully explored. 

“We will not go fonvard with 
this designee. Ricki Ri Tigert - a 
pal of Hillary Cinton - until we 
have had oversight hearings,” 
Sen. Alfonse D’ Amato of New 
York said at a hearing Thursday. 

Sen. D’Amato said all 43 Sen- 
ate Republicans signed a letter 
to Sen. George Mitchell. D- 
Maine, the Senate majority lead- 
er, advising him of their position 
on the Tigert nomination. 

Afencies Seen Compromised 

Under Senate rules. Republi- 
can solidarity can easily keep a 
nomination from being voted 
on. 

Sen. D' Amato said Thursday 
that the independence of the fed- 
eral regulatory agencies has been 
compromised by the White 
House's handling of the failed 


Arkansas thrift, Madison Guar- 
anty Savings and Loan, and of 
Whitewater Development 
Corp., in which President Clin- 
ton and Hillary Clinton were in- 
vestors. 

Deputy Treasury Secretary 
Roger C Altman - the acting 
chirf executive officer of the 
Resolution Trust Corp. - recent- 
ly acknowledged that he briefed 
White House ofticials on the i 
agency’s investigatioiL i 

A report in The Washington i 
Post Thursday disclosed tlmt | 
Treasury had briefed White j 
House oflidals on two other oc- j 
casions. Mr. Altman had told | 
the panel that no other briefings 
had taken place. ' 

Beeigaation Urged | 

Sen. D’Amato called the | 
meetings improper and added, i 
“My confidence and the faith of | 
the American people in the inde- | 
pendence of the agencies was j 
jolted by the disclosure of inter- i 
ferenceofthe White House with I 
the RTC” 

Meanwhile, Rep. Jim Leach. 
R-Iowa, wrote to Mr. Alttr^ i 
this week, urging him to resign i 
the RTC post. 

Mr. Leach, ranking Republi- : 
can on the House Banking Com- ■ 
mittee. suggested in a letter to i 
ethics officials that Mr. Altman 
may have intended to serve at i 
the RTC until the sutute of lim- 
itations on civil suits stemming ' 
from Madison’s failure had 
lapr^. 

“It bears noting again the iro- 
ny that it was Mr. Altman who 
on May 4, 1993, strongly recom- 
mended by letter to the chair- 
man of the House Banking 
Committee that the statute of 
limiutions for civil lawsuits 
against S&L wrongdoers not be i 
extended.” Mr. Leach said. 

Mr. Altman has served 13 ! 
months in the RTC role, and i 
Rep. l^<^h said the law autho - 1 
rizing acting agency hea^ was I 
never intended to permit such ! 
extended tenures. 

“To some, this circumstance : 
leaves the impression that Mr. ' 
Altman's term of office might 
have been intended to coincide i 

with the running of the statute ot ; 
limitations for civil lawsuits 
which could affect the White ; 
House,” Rep. Leach added. - 


-PT' 
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Clinton Plan Would Give Superregmator 
More than $1 Billion in Atmud Funding 


ByBAMABAA-BEHM 

WASHINGTON — The »o- 
fle asency beiiig p ropoeed to 
handle the supenriaory fiino> 
tioiit of the four existiiit bank 
regnlaton would have an annual 
biidfet just over Si btllkm. 

Under legisiatiao propose d by 
the administiatioii. the 

Rsdeial Banking Conunissioo 
would get its funding from thiee 
soureea: the Federal Deposit In- 
surance Gorpi^ the Federal Re- 
serve. and fees on insured insti- 
tutions. 

The new commission’s budget 
and funding souioes are ex- 
plained in the summary of the 
aintoo admintsnatioo’s legisla- 
tkm to co ns ol i da t e the regula- 
tory agencies, rekaaed this week. 

The FDIC would be required 
topaythecommisskw 1 cent for 
every $100 insured by the agen- 
cy. which would equal about 
S260 million this year. Of that 
total, $190 million srould be di- 
verted from the Bank Insurance 
Fund and $71 million from the 
Savings Association Insurance 
Fund. 

Source of Fees 

This would not be a new fee 
on banks and thrifts, but would 
be subtracted from the picmi- 
umt institiitioos alieMly pay fiir 
deposit insuianoe. But the ad- 
ministration says thia would not 


drain the insurance funds either. 
The new commission would 
take over some of the FDICs 
work, so the agency’s supervi- 
sion costs would be lower, Iben- 
sury r r s py ** - 

The same theory applies to 
the Fed - the repiiattiry oonsoli- 
dation plaa's harshest erttk; 

The Fed would have to turn 
over to the commission money 
it saves in redooed s u petvisioo 
expenses every year for 14 yeaia 



OORM ftORI tiM Fsdf 


FDIC, a nd l e w w 



Par the iim five yon, Ite Fid 
would have to reimbufae the 
commission 100% of its savings, 
estiinaied to be $31 1 million the 
first year. 

That figure would he adiustad 
for inflation every year. For the 
next nine years, the Fed would 
pay a percentage of its savingi, 
starting at 90% and decl inin g 
10% every year. 

Another approximately $450 
million would come from fees 
onthebanksandthriftsrepilas- 
ed by the new commission. Fed- 
erally chartered institutions 


would pay on average about 1 
cent fer every $100 of assets. 
Rales would slide based on asset 
size. The bill’s summary says the 
fee charged would take **into ac- 
count the extent to which large 
institutions are less costly to su- 
pervise;** 

BOIaBepaeCedtoFall 

Most banks and thrifts would 
see their supervision bills fall 
20% from current payments to 
the Comptroller of the Currency 
and the Office ofThrift Supervi- 
sion. Titcasury Undersecretary 
Fmnk Newman said the current 
avenge fee paid by national 
banks is 1.7 cents for every $100 
of assets. He estimates that will 
fell to just over 1 cent 

The fem are expected to come 
down as consolidatioo occurs 
and regulatioo becomes more ef- 
ficient But all these figures ex- 
dnde stait-up costt of the new 
agency. 

Stale banks with less than $1 
billion in assets would not pay 
any fees to the co mmis si on . 
Stale banks already pay fees to 
cover the oostt of state bonking 
depanment 

Larger state bonks would pay 
about half what natiooal banks 
the same si» pay, Mr. Newman 
said. State banks have never 
paid the Fed or the FDIC for 
their federal exams. □ 


OTS Approves Standard’s Deal in Midi. 

TROY. Mkh. —Standard Federal Bank saMit^hasrrared 
Office of Thrift Supervkioo approval to act^ Ccnnal Hol^ 

iimCb.. the patent of Colonial Central Savings . . 

^ companies had 

aaieement for Standard to pay $5.50 m cash for each Central 

Holdiiig share. Ceiitral will call a stockholders rneeiin^ vote 
onOwmeticr March 24, and the deal is expected to be com- 

nlMed Aoril 9. 
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‘ Bankers and Senate Leaders Rally 
Against Plan to Merge Regulators 


ByBOBEirrM.GAiBSON 

WASHINGTON — The ad- 
ministiition’s plan to merge the 
federal banking agencies came 
under fire Thuiiday as bankers 
roundly criticized it and the Sen- 
ate Banking Committee’s lead- 
ers vowed that it would not 
move in its current form. 

Under the administration bill, 
the proposed Federal Banking 
Commission ’’is basically a pup- 
pet of the White House.” said 
SeiL Alfonse M. D’Amato. R- 
N.Y. .. 

Sen. D’Amato said the admin- 
istration bill, which was un- 
veiled Tuesday, gives the De- 
partment of Justice complete 
control over litigation initiated 
i by the banking commission. 

I White House Coanectiona 

I And he pointedly observed 
I that President Ginton is cur- 
rently one of the subjects of an 
investigation into the failure of 
' Little Rock-based Madison 
Guaranty Savings and Loan. 

“So to proceed, we would 
have to get Hillary Ginton's pais 
at Justice to sign off.” he said. 
The Justice Department’s third- 
ranking ofTidal, Webster L. 
Hubbell. was a law partner of 
Mrs. Ginton. 

Sen. O’Amato also com- 
plained that the bill would re- 
quire the agency to submit con- 
gressional testimony and 
legislative recommendations to 
the Office of Management and 
Budget for clearance. 

“What kind of independence 
IS thatr he asked. 

Uegle in Same Comer 

Senate Banking Committee 
chairman Donald W. Riegle Jr.. 
D-Mich.. agreed, telling Sen. 
D’Amato: “On the issue of inde- 
pendence. my passion is the 
equal of yours.” 

Sen. Riegle compared the plan 
to the unsuccessful efforts of the 


Bush administration to place a 
single regulator under control of 
the Treasury Department 
“I can assure you the bill will 
not move forward with that de- 
fect” said Sen. Riegle. who is a 
strong proponent of the single, 
independent regulator. 

Agreemeat in Principle 
Meanwhile, First Chicago 
Corp. chairman Richard L. 
Thomas said the nanoo’s big 
banks welcome agency consoU- 



RlchardLThoiiins 

C ‘hatrman. 

First Chicago Corp. 


dation. but would not support a 
plan that provides for only one 
regulator. 

Mr. Thomas, speaking for 
Bankers Roundtable, said the 
Office of Thrift Supervision and 
the Office of the Comptroller of 
I he C urrency should be merged, 
and the Federal Deposit Insur- 
ance Corp. should be removed 
as primary regulator of state- 
chartered banks that are not 
members of the Federal 
Reserve. 

The Federal Reserve should 
rcuin rulemaking authority for 
bank holding companies and 
should have regulatory author- 
ity for “a sufficiently large num- 
ber of representative banks to 


enable it to carry out its role in 
monetary policy.” 

Trade Groupa Opposed 
Both the American Bankers 
Association and the Indepen- 
dent Bankers Association of 
America argued against the ad- 
ministration’s sin^ regulator 
plan. 

“It is critical that the Federal 
Reserve’s role as a regulator in- 
clude the regulation of banks of 
all sizes and not just the largest 
banking companies,” said John 
Shivers, chairman -of Southwest 
Bank. Fort Worth. Tex. 

Mr. Shivers, president of the 
Independent Bankers, said the 
Fed’s handvon experience in ex- 
^ proved pv • 
ticulanyhelpftil to the volatile 
agricultural sector of the econo- 
my. The information gathered 
in examining farm banks, he 
said, has help^ guide its deci- 
sions in managing the economy. 

“Because most community 
banks are either involved in ag- 
ricultural lending or are situated 
in areas where the local econo- 
my is dependent on agriculture, 
thdr fortune is closely tied to the 
agricultural sector." he said. 

’Critleal laforiBacioa* 
“The Federal Reserve's 
hands-on examination of these 
institutions gives it critical in- 
formation about the agricultural 
economy that is necessary to 
carry out these duties.” 

Howard L. McMillan Jr., 
president of Deposit Guaranty 
National Bank. Jackson. Miss., 
said the ABA believes the single 
regulator concept is incompati- 
ble with the dual banking sys- 
tem. “Collapsing all federal reg- 
ulatory power into one 
monolithic agency would even- 
tually make the dual banking 
system an empty shell - a state- 
charter versus a national charter 
would be a distinction without a 
difference.” he said. J 
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Anchor SmngSf Safely Afloat, 

Plans Loan Push 


By PHIL ROOSEVELT 


Jim Laiie thinks big. 

Five yean ago, when most 
people figured Anchor Savings 
Bank was a go^. he signed on 
as chief executive. Now, having 
put the S8 billion-asset thrift on 
Hnn financial footing he is em- 
barking on an ambitious pro- 
gram to pump up profits. 

Anchor, based in Hesriett, 
N.Y.. proposes to replaoe its 
huge portfolio of mortg^e- 
back cd securities with stia^t 
mortgages, which carry marked- 
ly higher yields. To pull this off. 
the thrift plans to sharply in- 
crease loan originations and 
possibly acquire some other 
mortga^minded institutions. 

*PbrforuMeMode' 

The effort, which Mr. Large 
describes as **a multiyear pro- 


mortgages. the main product at 
most large thrifts. 

Indeed, accumulating asseu 
"has become the big issue in the 
day-to-day management of 
thrifts.” says Bruce Hailing, an 
analyst at Salomon Brothers Inc. 

Mr. Large. 61. dearly thrives 
on such challenges. A Princeton 
graduate and tne son of a Phila- 
delphia banker, he joined An- 
chor in 1989 after helping turn 
around the Rocky Mountain 
units of First Intersute Bancorp. 

Bullet-Proof PodiuB 

He vividly recalls his first 
shareholder meeting at Anchor 

”Our security guard said. *Mr. 
Large, we'have our usual bullet- 
proof podium, and youH soon 
see why.* And 1 did. Everyone 
was screaming and hollering, 
and 1 couldn’t get a word in 
edg^se.” 

Since then, things have im- 
proved dramatically. Anchor, 
which once suffered from a se- 
vere shortfall in regulatory oqii- 
taL was designated ”well capital- 
ized” last summer by the Office 
of Thrift Supervision. 

But the turnaround is by no 
means finished. ”These things 
are never complete.” Mr. Large 
says. 

Speafically. Anchor still has a 
way to go in the profit dep^- 
ment. It has been returning just 
0.60% on assets annually, well 
below the 0.91% average for all 
other profitable thrifts. 
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cess.” illustrates how thrifts that 
weathered their industry’s crisis 
in the 1980s are now digging 
into the task of building profiu 
for the 1990s and beyond. 

”We'rc out of the survival 
mode and into the growth and 
performance mode.” says Mr. 
Large. 

The new era won’t be easy • 
for Anchor or anyone else. ^ 
new players like Countrywide 
Credit Industries are providing 
fierce competition in mort g age 
lending, and consumers have 
been shunning adustable-rate 


Sarfelt of Mortgage-Backeda 

The most glaring drag on An- 
chor’s earnings has been the $5.6 
billion portfolio of mortgage- 
backeds. which makes up a 
whopping 70% of total assets. At 
other big thrifts, that ratio is 
closer to 20%. 

Anchor amassed the securities 
in an effort to trim credit risk 
and boost capiul ratios. But the 
move had a clear cost; The aver- 
age yield on the instruments is 
about 5%. versus more than 7% 
for Anchor's straight mortgages. 

Now that Anchor has stabi- 
lized. Mr. Large is keen to book 
more loans and get rid of the se- 
curities. 

The task of gathering mort- 
gages falls chiefly to Chvks W. 
Sewright. who joined Anchor in 
1 990 after ieadii« a rapid build- 
up at the mortgage unit of Ma- 


rine Midland B«nir 
He is planning to roughly dou- 
ble originatioos in each of the 
next few years, through both re- 
tail and wholesale channels. For 
the flscal year ending June 30, 
the tally is expected to hit $1.2 
billKMi. up from about $700 mil- 
lioQ the previous year. 

Mr. SewrighL president of An- 
chor Mortgage Services, Wqme, 
NJ„ has recently assembled a 
fresh team to carry out the work. 
To head up the business of get- 
ting loans fiom other lenders, he 
tapped Whit Bmine of United 
Guaranty Corp., a North Caroli- 
na-based mortgage insurer. And 
John Gleason has joined from 
Chase Home Mortgage Corp. as 
senior credit officer. 

Impressive as such people 
may be. Anchor feces an uphill 
battle in Finding loans suitable 
for its balance sheet 

AdJiMtahlca Retained 

The thrift seUs the ftxed-rate 
loons it writes and kee p s only 
adjustabhis to curtail the risk of 
filing costs risi^ above loan 
yidds. But with with consumers 
mesmerized by the low rates on 
fixed loans, ad j utta b ies have 
been acwmnting for less than 
25% of originations ruitionwide. 
Of course. Anchor could buy 

entire portfolios of adjusubles 
from other lenders, but the thrift 
is wary of that strat^. John 
BrulL chief financial ofTicer. says 
Anchor would probably want to 
buy insurance for sudi portfo- 
lios. meaning the yield wouldn’t 
be much more than that of the 
securities. 

Another option - and one that 
Anchor is clearly mulling > is to 
buy one or more mortgage oper- 
ations outright Last summer, 
the chief subsidiary of Anchor 
Bancorp bid unsuccessfully for 
New York’s $5.3 billion-asset 
Croasland Federal Savings. 

Anchor is unlikely to bid for 
another player that big anytime 
soon. Mr. Luge says. But ”there 
are some 50 smaller thrifts - 
$300 million to $2 biUton - in 
this part of the world and almost 
any one of them would go well 
with Anchor. Yes, we would be 
interested in making such 
puicluues.” 

Anchors aweigh! □ 


>/ 7.193 


- p-v- 



4739 


The New York Times 
March 4, 1994 



Loan Offerings 


March 3, 1994 


Th 0 toitowing r 0 pr»s 0 nts loans offaroa by tha RTC nattonwtOa for immadiata sala on 
a compatmva bid basts. AU loans ara offarad m amad poola and ata appnphata 
toe ad quadtiad invaaler gnupa. Including dm amad Invaaior. As tngunaa ana 
raquaats lor additional m*orrrmon should bamadad»acdy to maindntdualslatad. 



iticr.iM.iio.Nj. 


’4(M)133 Non 


’isr 


. Cf«M Ca« 2M UM 


itUOOl 8{f 

«.m| 


Auction 







IZI99 




4740 


The Wall Street Journal 
March 4, 1994 


RPC 


ffesoLunoN trust corporation 


R w lii t rhc Crisit 
RoiorMR Tke L«rfMcMt 


Real Estate Offerings 



Sealed Bids 


^ / Asstt Otscriptien 





W4>ir wow*Micwiw»tn oimn 


Auctions 


y// X./ > 

^ / Amt Oiscription 





Fimmcing May Ba Availabla, Call for Oatails 

M MWiM ««• M«t«cus cnaii«» anaor caneaMMoii « any MM. 
Tao*ToBaOaMfiMia« 


/Z2.00 














4741 


Mr. J. Ryan 
Deputy CEO 

RtiOLUTtON f0usr C0»^09Afl0M 


CLIP SHEET Thursday March 3, 1994 


Jelected News Articles Office of Corporate Communications 



The Washington Post 


lleasuiy Officials 


Tbld White House 
Status of S&L Probe 


By Aim Devrox and Susan Schmidt 

l^al SI4M Wnim 


Treasury Department officials 
twice informed the White House last 
fall of the status of a federal nvesti- 
gatkm into an Arkansas savings and 
loan with ties to President Clinton 
and Hillary Rodham Clinton, admin* 
istration officials said yesterday. 

The discussions came just after 
the Resolution Trust Corp. had 
asked the Justice Department to in* 
vestigate possible criminal activity in 
connectian with the thrift. Madi^ 
Guaranty Savings & Loan. The RTC 
deacnptioo of that activity included 
references to the Clintons as pocen* 
tial beneficiaries of illegal M^bon 
actions, but did not accuse them of 
oigsging in anything illegal. 

RTC officials said yesterday that 
‘'criminal referrals” are confidential 
legal documents that are virtually 
never discussed with those named in 
them. Without acknowledging that 
the discussions were in any way im* 
proper. White House Chid of Staff 
Thomas F. “Mack" McLarty yester* 
day warned senior officials against 
contacts with officials from Trea* 
sury. the RTC or others outside the 
Wf^ House involved in the case. 
McLarty also has prepared a staff 
m emo that is to be widely circulated 
that makes the same point. 

The first discuasion. in late Sep> 
tember. was between White House 
counsel Bernard Nussbaum and Jean 
Hanson, general counsel at the 
Treasury Department, according to 
administration officials. An offidal 
said that Hanson told Nussbaum that 
the Clintons were named in the RTC 
action but not accused of any wrong* 
doiog. 


The second meeting* in mid to 
late October, was held in Nuss* 
baum's office and included, besides 
him. White House communicatioiis 
director Mark Gearan. Bruce Lind* 
aey. the Clintoa senior aide who has 
bem handling questions on the inqui* 
ry into Whitewater and Madison. 
nd three Treasury officials: Han- 
son; Josh Steiner, now chief of staff 
to Tkeasury Secretary Lloyd Bent- 
sen; and Jack DeVore. then Bent- 
sen’s press secretary. Altman is the 
acting head of the RTC. 

According to admioistratiao offi* 
dais* Hnaon was briefed by RTC 
senior vice president Bill Roelle on 
8MWHmWA1SR..pa^r P 
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White House Was Told 
Status of U.S. Probe 
Into Madison Thrift 


WHITEWATER. Fio« I 

the sums of the requcM for an in* 
vestigation into Madiion and the 
mention of both Clintons in those re* 
quests. 

Lindsey said officials did not dis* 
cuss the “substance" of the referrals, 
but talked about how to respond to 
reporters' inquihes about th^ 

That mid-to-late October meeting 
came four months before — and at a 
move sensitive moment in the Madi- 
son*?fliitewater saga — the briefing 
Deputy Treasury Secretary Roger 
C. Altman revealed during a con* 
gieaaiaaal hearing last week. 

Altman set off a chorus of criti* 
cism from Repubbcans when he s^ 
that he had recently briefed White 
House officials on h^ the RTC, on 
which he serves as actmg head in ad- 
dition to hts Treasury post, would 
proceed with potential civil d ai m s 
growing out of the collapse of Madi- 
son. 

Republicans cnticued the Altman 
briefing as an uiappropnate interfer- 
ence by the White House in a case 
that directly affects the Clintons. 
Altman later issued a statement say- 
ing he had shown "had judgment” in 
conducung the briefing and would 
recuse himself from further involve- 
ment ui Madison. Yesterday, Trea- 
sury officiab said he was unaware of 
the earlier White House meetings. 

Gearan yesterdav confirmed the 
October meeting and the subiect of 
the discussion, but demed that there 
was anything improper ui the White 
House's holding of a d i scu s s i on on 
the dements of an investigatkxi in- 
volving the Clintons. Gearan said the 
session was convened at the sugges- 
tion of Treasury officials because of 
press inquiries over the criminal re- 
ferrals. not as an effort to diaoover 
what the RTC was up to and what 
could be done about it. 

"This was not an KTC meeting.” 
Gearan said, describing it as a session 
to discuss press inquiries on the RTC 
investigation and what the White 
House and Trcasurv should or could 
-jv in response lo reporters' queries. 

•Although none ot the three Trea- 


-P 


sury officials have statutory jobs at 
the RTC. Hanson in particular was 
heavily involved in RTC husinfas. 
Sources deacribed her as overseeing 
many of the RTC’s legal matters be- 
cause the agency’s general counsd 
poet was vacant 

The RTC is an independent feder- 
al agency that is in c har ge of dispoe- 
ing of failed savings and loans and 
pursuing civil and criminal cases 
against those with r esp o n sibili t y for 
the failures. It is headed by a politi- 
cal appointee named by the presi- 
dent and confirmed by the S^te. 
Because the new administration has 
not nominated a new head of the 
RTC, Altman has been serving in 
that post, and Treasury's top politi- 
cal team-^teiner. Devote and Han- 
son — were involved in helping in 
thoae duties. 

Officials yesterday confiimed an 
additional conuct with the White 
ifouae involving the RTC but dhmim - 
ed it as inoonaequentiaL Hillary Clia- 
ton's press secretary. Lisa Caputo. 
said yesterday that in late October or 
November she had received a call 
from “a RTC guy^ whose name and 
job she does not recall who informed 
her of press inquiries there involving 
¥fhitewater and Madison. 

The call amounts to the first di- 
rect conuct between the White 
House and RTC employees on the 
controversy, but CapuU said she had 
not solicited any RTC information or 
called anyone there and was simply 
"returning a phone call made to me." 
She said she did not take action or 
brief anyone because of the call. 

ClintOQ and his wife were joint 
owners of the Whitewater real es- 
tate venture with James McDougal. 
the owner of Madison, and McOou- 
gal's wife. Susan. Hillary Clinton 
represented Madison before state 
regulators in the mid-1980s before 
Madison's failure, estimated to have 
cost taxpayers more than $60 mil- 
lion. 'The special counsel is investi- 
gatmg whether Madison funds were 
diverted to Whitewater and other 
McDougal corpormnns. 
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Hubbell 

Ginfinns 

QuestioniDg 

By^fidudlsikoff 
and Ruth Marcus 

tai ana WHMn 

I Associate Attorney Geoex^ 
j al Webster L. Hubbell ac- 

knowledged yesterday that 
his former partners at the 
Rose Law Firm in Little 
Rock. Ark., recently ques- 
tioiied him about biflings to 
cbents and expenses charged 
to the firm, but denied he 
had done anything improper. 

“1 am not aware of any “in- 
vestigation’ (by the Rose 
firm), and 1 have never over* 
billed a client.” said HubbelL 
a former partner in the firm 
that also included Hillary 
Rodham Clinton and former 
deputy White House counsel 
Vincent Foster Jr. When 
questioned last week by the 
firm about his hilling prac- 
hoes. ”I r es po n ded prompt- 
ly* he said.. 


Hubbell also acknowledged 
he had earlier been asked for 
“backup documentation* on 
expenses charged to the firm 
and that he was “in the pro- 
cess of helping the firm lo- 
cate such documentation.* 
His statement did not say 
when he began prep ar i n g the 
documents. 

The terse, five-paragraph 
statement was released by 
the Justice Deportment late 
yesterday in response to a 
Washingtoo Post story that 
reported the Rose firm has 
bea CTnd*«*^g an intemal 
investigation into Hubbell’s 
bilfiBg pnct^ The firm al- 
so was considering reporting 
the matter to the Arkansas 
Btf and the Resolu t io n Trust 
Coip.. one of Hubbell’s for- 
mer clients that may have 

SmHUBBEU* 


Foster Suicide Ruling Is Reopened 

Prosecutor Cites Questions on U.S. Park 'Police Investigation 


Aaaocuied Press 

The special prosecutor m the 
Whitewater case has decided to re- 
examine the conclusion that White 
House deputy counsel Vincent Fos- 
ter conumtted suiade. 

In court filings this week ui New 
York, special counsel Robert B. 
Fiske Jr. revealed that “forensic ex- 
perts and pathologists will be re- 
tamed” as p^ of Foster inquiry. 
They will make an independent anal- 
ysis of the evidence that led U.S. 
Park Police to conclude Foster shot 
himself in a suburban pa^ last July 
20. a government official familiar 
with the probe said yesterday. 

Fiske made the decision to reopen 
the issue because “questions have 


been raised in the press and else- 
where about whether it was a sui- 
cide.* the official said, speaking on 
condition of anonymity. 

Previously. Fiske had only said 
that “all the events" related to Fos- 
ter s death would be reviewed. 

News media reports have ques- 
tioned some of the Park Police pro- 
cedures and quoted paramedics who 
found the body as expressuig some 
doubt about the suia^ ruling. But 
there has been no change in the 
Park Police conclusion, which was 
supported by the FBI. Fiske's letter 
was filed Monday in U.S. District 
Court, where the Wall Street Journal 
IS suing to force the Justice Depart- 
ment to release the Park Police re- 


port on Foster's death and an FBI 
report on the handling of a morosely 
worded note found later in his brief- 
case. 

Fiske made clear that he would 
obiKt to any release of either report 
while he is still investigatmg Fos- 
ter’s death. 

Fiske has opened a Washington 
office, headed by Roderick C. Lank- 
ier. an experien^ New York homi- 
cide prosecutor, to look into Foster’s 
case. Fiske told the court Lankier is 
being assisted by two lawyers in 
Ftske’s Little Rock. Ark., oftee and 
“a number of experienced FBI 
agents from the Washington area.* 

Witnesses already are being inter- 
viewed. Fiske wrote. 
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Resolution Trust 
Wins Rent-Control 
Case in New York 


By Mascaket A. Jacobs 

staff Reporter of Tiie Wau, Stkbft Journal 

NEW YORK - The Resoliidon Tnist 
Cocp. is one landlord that needn't worry 
about rent control. 

The federal appeals court in New York 
ruled that the R'TC doesn't have to obey 
local rent-control regulations for proper 
ties it intends to sell in its role as conserva- 
tor or receiver for insolvent savings-and- 
loans. 

In keepihg with a number of decisions 
that have affirmed the broad powers of the 
thrift-bailout agency, the appeals court 
said Congress specifically authorised the 
RTC to recover the maximum it can in 
selling the assets of failed thrifts. 

The rent-control case involves nine 
rental apartments in a Manhattan condo- 
minium building on East S7th Street that 
had been owned by a failed savings-and* 
loan. The nine renters challenged the 
RTCd attempt to terminate their tenan* 
cies and force them to purchase the units 
or move. A lower court ruled that the RTC 
must comply with New York City's rent- 
control relations, which entitled the ten- 
ants to remain. 

But a three-judge panel of the Second 
U.S. Circuit Court of Appeals reversed the 
trial judge, finding that the rent-control 
regulations were pre-empted by the legis- 
lation creating the RTC. 

RTC spokeswoman Anne Fteeman said 
the rent-control issue is significant for the 
agency and also has arisen in Boston. 
.Newport Beach. Calif., and Connecticut In 
New York City, the agency has as many as 
1.200 apartments to seU. but not aU would 
be subject to rent regulations. It is review- 
ing its options regarding what steps to take 
next regarding the tenants who filed the 
suit 

*We aren’t here to destroy rent con- 
trol.’' said Ms. Freeman. "We just want 
to get the best price for the taxpayer." The 
RTC said that complying with the rent-con- 
trol rules was costing it $19,000 a month 
on the nine apartments. 

Don Buchwald. an attorney for one of 
the tenants, said he hadn't yet seen the 
decision, but described its result as a 
’windfaU" for the RTC that wasn’t in- 
tended by Congress. "The RTC shouldn't 
be able to overcome state law any more 
than they can overcome local zoning 
regidadons. ' he said. A further appeal is 
EMMsible. he added. 

The New York state attorney general's 
office joined the appeal in support of the 
tenants. 

(Resolution Trust Cbrp. vs. Diamond el 
<U.. Second U.S. aremt Qmrt of Ajipeals. 
\’ew York. 
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Hubbell, Responding to Article, Denies 
Overbilling Clients at Former Law Firm 


By Jeffrey H. Birnbai m 
And Joe Davidson 

'itat'f Reporters Of Tiik W <1.1. Srn»‘KT Ji>crnai. 

WASHINGTON - Associate Attorney 
! General Webster Hubbell denied reports 
; that he overbilled clients, indudinv a 
federal agency, as a private lawyer in 
I Little Rock. Ark. 

I Responding to a published report that 
his former partners in the Rose Law Firm 
were investigating his billing practices. 
Mr. Hubbell said in a statement, i am not 
' aware of any investigation.' and I have 
nevtr overbilled a client" 

Mr. HubbeU said the law firm did ask 
last week "about billings on cases I worked 
on. " He said one of these cases involved 
the Resolution Trust Coip.. the federal 
savlngS’and-loan bailout agency. "I re*, 
spooded promptly." .Mr. Hubbell said. "1 
did not overbUl the RTC or any other 


According to the Post. 
of the Rose Law Firm are considering 
whe£«Ty Should clisctose 
which began m the summer rtl9«. to t^ 
Arkansas Bar 

Quoted one person who alleged that w. 
HubbeU charged cUents at his own p^* 

SS?sStefOrworkdof« by salaried assod- 

^t S?Sw firm..y . 

! usual Utigation work. saidJoaephGliw 
iDAnaging partner of the fira tww 
‘ untUlSBT.AnyoverbUUngoo^.^ 
nut would Wise^me, h^ 


He added that it isn't unusual fora firm 
to question a former partner about such 
bitting Issues once the partner leaves the 
firm. The firm wanted 'backup documen* 
tation on certain expenses paid for by the 
finn." the HubbeU statement said. "I am 
in the process of helping the firm locate 
such documemaUon. ' 

The report on .Mr. Hubbell was pub- 
lished Wednesday in the Washmgton Post 
The White House has been besieged with 
questions about activities of high offlcials. 
particularly Mr. HubbeU and HUlary Rod- 
ham ainton. who formerly were partners 
at the Rose firm. The firm also has re- 
ceived attenuon because it represented 
Madison Guaranty Savings A Loan, a 
fatted thrift once owned by James McDou- 
gal. a partner with the Qintons in Whi- 
tewater Development Co. Whitewater, a 
real esute venture in northern Arkansu. 
is now the subject of a wide-ranging crimi- 
nal and dvil investigation. 

Afiff receiving inquines from the Pott. 
White House Chief of Staff Thomas 
McLarty telephoned .Mr. Hubbell late 
Tuesday afternoon to ask about the allega- 
lioas concerning his billings and expenses. 
Mr. Hubbell vigorously denied domg any- 
thing wrong, according to White House 
Press Secretary Dee Dee .Myers. .Mr. 
.McLarty passed word of .Mr. Hubbett's 
denials to the president. 

That telephone conversation satisfied 
.Mr. Clinton, the White House said. "The 
president has full confidence in him. ' Ms. 
Myers said. "He stands by Webb. He be- 
lieves him. He believes his denial." Ms. 
Myers also said neither William Kennedy, 
a White House lawyer who wu the manag- 
ing partner of the firm, nor Mrs. CUnton 
was aware of any inquiry by the Rnn into 
billings or of any problem that Mr. HubbeU 
might have had there. 

The White House said it didn't call the 
Rose firm, the RTC or the Federal Deposit 
lnwrT«f Corp. on the matter. Mr. Hub- 
bell supervised work the firm did for both 
agncics. Ms. Myers said the White House 
considers the issue an mtcrnal matter for 
the law firm. 

An assistant to Ronald M. Claik. the 
managing partner of the Rose Law Firm, 
said the firm would have no comment on 
the Post article. 


nart would "surprise me. ne aoiwa. * 

W ebb wouldn’t have done that Rosel^i^ 

Firm rates, he said, range from STS an hour 

for young associates to S2S0 for senior 
partners. 

It is unclear which Rose clients might 
have been overbitted by Mr. Hubbell or the 
Rose firm. In his statement Bir. Hubbell 
said the questions about his billings in- 
cluded a case in which he represented 

^ Roe represented the RTC on several 
matters, including a case that had been 
initiated by the FDIC against Bfadisoo 
Guaranty’s accountants. Frost & Go. Bfr. 
H'lbbeil was the lead attorney. The agency 
sought SIO million in actual damages and 
SlO million in punitive damages. Rose 
settled the case for Si million and bitted 
the government S400.000. 

RTC offlcials said they weren't aware 
that the Rose Law Firm was Investigating 
any overbitting on the case. FDIC officials 

also said they have heard no suggestions 
that Mr. HubbeU or the Rose firm over- 
charged their agency. 

John DiPlppa. an expert on legal ethics 
at the Univenity of Arkansas Uw School 
at Little Rock, said the Rose firm has a 
duty to report any serious violatioos of 
ethical rules to the Arkansas Bar Associa- 
tion. He defined ' serious violation " as 
'casting doubt on the lawyer's fitness to 
practice." , „ 

"It depends on the nature of overbill- 
ing. the circumstances, the amount, the 
frequency." he said. "At some point, you 
ptfy the line from minor offense to serious 
offense. When you cross that line, lawyers 
have an obligation to report it " 

Questions about Mr. Hubbett's integnty 
as a lawyer left the White House rattled. i 

Among White House insiders, Mr. Hubbell | 
Is held in the highest regard, resp^ for i 

his honesty. Mr. McLarty wu said to be i 

devastated Tuesday by the harsh spoUight ; 

on his old friend. Many of the president s • 
Please Tarn to Pape 8 ' 
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Asides 


Omlatiei Fnm Page 7 
top aides met both fonnaliy and informally 
yesterday to discuss what to do. A problem 
fur Mr. Hubbell. they knew, would be i 
trouble for Bill Clinton. 

.Mr. Hubbell. a confidant of the presi- ; 
dent, has not advised him on Whitewater. : 
In an interview earlier this week. Mr. 
Hubbell said he has had "no substanuve 
discussions" with anyone in the White 
House about the Whitewater affair. He 
noted, however, that his written recusal on 
the Whitewater matter relates only to the 
Justice Department. ‘Tm not involved 
with anybody in Justice about it." he 
said. 

Mr. Hubbell joined the department as a 
White Houm liaison without portfolio at 
the very beginninff the administration, 
well before Attorney General Janet Reno 
was confirmed. As the associate attorney 
general, he oversees the dvU side of the 
department. 

-Bruce IngenM contributed to Uus 
article. 


mo Is Webster Hubbell?- VI 

The War ot the Roses seems to 
lave erupted in Arkansas, with the 
Washington Post reporting that the 
Hose Law Firm is investigating 
hilling irregularities by former part- 
ner Webster Hubbell. now associate 
attorney general and (well, you 
know the rest). The Justice Depart- 
ment yesterday issued Mr. Hubbell 's 
statement declaring, "I did not over- 
bill the RTC or other clients.” and 
assuring’ curiosity-seekers that the 
inquiry is "in no way out of the or- 
dinary." 

Over at the White House. Press 
Secretary Dee Dee Myers described 
President Clinton's reaction: "He 


stands by Webb. " She said Chief of 
Staff Mack .McLarty had questioned 
.Hubbell about the report and "re- 
I eived assurances irom Webb that it 
wasn t true and the President is satis- 
fied by that. ’ 


Senate Banking Panel Backs Fed Stand 
On Treasury Plan for RegulatingBanks 


By KE.VNETII H. Bac'u.n i would fold the Comptroller of the Cur- 

va»//*i pofirroiTiiKWAu ••.rMKKTj.M MN4I i rency. the regulatory functions of the 
WASHINGTON - The chairman of the i Federal Deposit Insurance Corp. and the 
Senate Banking Committee asked the i Office uf Thrift Supervision into a new 
Treasury and the Federal Reserve Board Federal Banking Commission, which 
to resolve their differences over a plan to I would regulate about 4.000 nationally char- 
streamline bank regulation after commit- I tered banks and thrifts. The Fed would 
tee members strongly endorsed Che Fed. regulate about 7.600 state-chartered 
\ Treasury proposal to consolidate the i banks, a major expansion from the 970 
regulatory functions of four bank supervi- j state banks it currently regulates. 

Miry agencies into a new Federal Banking | The goal is to eliminate duplicative 
Commission would remove the Fed from j regulation. Today, most banking organiza- 
hands-on bank regulation. Alan Green- j tions are examined by at least two federal 
span. Fed chairman, told the committee i regulators. Under the Treasury's plan 
that the Treasury plan would complicate i every banking organization would be su- 
the execution of monetary policy, weaken i pemsed and examined by the Federal 
'he central bank's ability to respond lu i Banking Commission, which also would 
financial cnses and increase the chances i issue banking regulations. Under the Fed's 
•if unnecessarily ngid bank regulation. plan, banks would be regulated by either 
Democrats and Republicans lined up ; the Fed or the new agency, 
behind Mr. Greenspan, making it clear | i urrently. the Fed supervises all bank- 
ihat the Treasury plan doesn t have the holding companies. The Fed proposed one 
votes to pass without substantial change. | '’f ‘wo plans for dealing with those: either 
There s a lot of support in the House and I "he would give the Fed considerable regu- 
the Senate for retaining the independence i ihU>n( conuiol over the nation's largest 
of the Federal Reserve Board." Sen. Rich- ■ banking companies, such as atlcorp and 
ard Shelby (D Ala.) said. BankAmerica Corp.. even though their 

Donald Riegle (D.. Mich.), the Senate '^ad banks are nationally chartered, 
banking panel s chairman, and a strong 
.lupporter of the Treasury proposal, asked 
.Mr. Greenspan to attempt to work out his i 
differences with Treasury Secretary Lloyd i 
Uentsen during the next two weeks. The i 
(WO tailed to reach an accord last fall, i 
Since the Treasury announced its plan, the i 
banking industry has strongly supported i 
*he Fed's contention that the central bank i 
must continue to play a significant role in , 
bank regulation. j 

After two days of hearings before ihe i 
Senate panel. Mr. Greenspan would enter i 
I second round of negouations with the i 
Treasury having a strong political hand. 

.Mr. Greenspan went over for the com- < 
inittee the Fed’s own. less-sweeping pro- 
(insal for regulatory consolidation. The Fed 
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Ginton ‘stands by’ 
friend under probe 

By BUI Nichols 
USA TODAY 

LITTLEROCK— The White House said Wednesday that 
President Oliuon stands by his longtime friend. Associate 
Aaorney General Webster Hubbell. repoitedly under inves- 
ditfkia by his former law Irm here. 

TTwWhsfnngton Post reports dm 
Finn has been iovcsd^dng pomibte overbttling and ex- 
pense account irresuiarlties by 
HubbeU since the summer of I9B1 
Hubbell in a statemeol said he 
nas quesdooed by his former firm 
ias week about past billings but 
strongly denied any wrongdoing. 

One of the cases. HubbeU said, 
involved the federal Resoiutton 
Trwt Corp., which oversees the 
deaoup of failed savings and loans. 

“1 did not overbUl the RTC or 
any other clients." HubbeU said. 

He said the Rose firm inquiry was 
“to no way out of the ordinary" arid 
be was in ,the process of helping 
the firm locate documentation to 
ba ck up bis bUlings. - 

dinton “stands by Webb. He believes in him. He believes 
to his denial" said While House press secretary Dee Dee 
Myers. Myers said no one at the White House is pursuing 

the matter “It's an ioiemal Rose maOer." ^ 

A spokeswoman for the Rose firm, once the professional 
home of first lady Hillary Rodham Ginton and the late 
White House aide Viocem Foster, declined conunenL 
U the chronoio^ of the Post story is aocuraie. it raises 
quesnons about why Hillary Ginton or deputy White House 
counel WUliara Kennedy — once the firm's managing 
partner — did not mention the internal probe when Hulv 
beU*s nomination was being reviewed. Myers said neither 
were aware of the reported Investiganon until Tuesday. 

Hubbell because ofhiscloee rdationshlp to the Gintoos. 
ha* bffT i a U ghfnin g rod fOT critlcs, as has toe htsioric Rose 
firm, which has now been subpoenaed by special prosecu- 
lor Robert Flske In his investigation into the Gintons' role in 
the failed Madison Guaranty Saving! k Loaa Flake's olficc, 
which also wiU look into the relationships of Rose lawyers. 
Including HubbeU. with toe RTC decUned comment 
Meanwhile. Rske has asked that three government re- 
ports on Foster s death be kept secret until he has complet- 
ed his own investigation, officials said. Flske, in a letter 
made public by tv.s office here, promised that his own inves- 
Qgation into ihe cveno surrounding Foster's death, consid- 
ered a suicide. viU be thorough and complete.” 


AF 

HUBBELL: Ques- 
tioned by law firm 
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Altman 
gets close 
to the heat 


By Frank J. Murray 


An intermictenr' 28-year 
friendship with President Clin- 
ton brought Deputy Tlreasury 
Secretary Roger Altman into 
the sub-Cabinet and now has put 
the multinullionaire investment 
banker on the firing line in the 
Whitewater-Madison case. 

The men met at Georgetown 
University when both were 
school politicos, pursued the re- 
lationship from a distance for 
more than two decades, re- 
connected in 1989 when Hillary 
Rodham Clinton and Me Altman 
were on the board of the Chil- 
dren’s IMcvision Worfcshop.and 
joined forces in eaniest in 1991 
when Mr. Altman became a 
Clinton campaign adviaei; fund- 
raiser and contributor. 

Me Clinton accepted an invi- 
tation to go fishing at Mr. 
Altman's Wyoming ranch after 
becoming the Democratic pres- 
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RM from aut Roger Altman, a 
deputy at Treasury, has been 
dubbed a -secretary in training.- 


identiai nominee, and again in 
the first summer of his presi- 
dency, but found other fish to fry 
both times and didn’t show up. 

Me Altman, whom the Boston 
Globe has called **secrecary in 
trahung,** ran the 1993 While 
House budget-bin war maoL 
arming its staff with morning 
bagels and coffee He now is a 

key policy member of the health 
care team as well as a favorite of 
.Mrs. Clinton’s, according to many 
who know them. 

•*In many ways, he has the stat- 
ure of a Cabinet member. He'S 
very well trusted by the president 
and Mrs. Clinton," White House 
economic adviser Gene Sperling 
told the National Journal. 

At a banking bearing Tuesday. 
Sen. Chriampher S. Bond. Mis- 
souri Republican, raised questions 

about Mr. Altmanh moiii«s m 
briefing White House offidals last 
week on the Madison- Whitewater 
aflhir. Mr. Altman is acting direc- 
tor of the Resolution Ihist Corp.. 
the agency investigating SAL fail- 
ures. until March 31. 

"The signal it raises with me is 
that It may be more important to 
uphold the bonds of friendship 
than to pursue the law,” Me Bond 
said. 

TVm of the three White House 
officials at that briefing were 
among the group that removed 
case files from Deputy Counsel 

Vincent Foster’s office the night of 

his suiadc. 

"That means the acting head not 
only calls to ask if he can come to 
brief the White House staff on the 


Madison case, but then goes to see 
he very people who tried to c«m- 
:eal potential evidence from the 
invesogators." Mr. Bond sai^ 

Mr. Bond also questioned Mr. 
Altman's roie in admmistration 
legitlabve proposals that would 
remove ovMSight over Arkansas' 
largest bank holding corporation, 
the Worthen Banking Corp . which 
the senator said helped tte UmTO 
.^mpaig n with a S3.5 imllion infu- 
sion at a time of dire cash 
shortages. 

-At a time when a special pw 
ecutor is investigating the ties ^ 
tween politics and banking in Ar- 
« l‘m concerned about an 
administration ® “* **. 

crease the politicization of federal 
regulation, espet^y when its 
friends in Arkansas stand to bene- 
fit" Mt Bond said. 

Me Bradbury said his bank took 
no stand and contacted no fedm 
official about the provision, whmh 
he said would affect aU similar 

companies. He said the Amerii^ 

Bankers Association board ofdi- 

reeSDTs. of which he is a member. 

mianimousiy voted to oppose the 
administratioo position and mam- 

tain Federal Reserve oversight 

He f the CUnton campaigns 
line of credit with Worthen m 
fully secured, was legal under fed- 
eral laws and was in 

force for five months. He said it 
was not “a bailout" at some eme^ 
aeacy point as Mr. Bond charged. 

Ashed why Mr. Bond focused on 

Wtarthen if all bank holding com- 

DMiiea would be affected, aide Da- 

WdA^ said. “He'k just raising 
the question given the 
tween the Worthen Banking Cor- 
poration and the Clinton adminis- 


Tha Wsshington Times reported 

Jan. 4 that Mr. Altman opposed a 
bill 10 the statute of Umita- 
and allow the Resolution 


Ihist Corp. to fUecivU lawsuiu to 
racover money lost by 
ii^and loans, uiduding the Madi- 
son Guaranty Savings and Loan of 

Little Rock. Ark. 

Me Altman did not respond to 
calls yesterday, but a spokesman 
said be has always required the 

RTC to handle the Madison case as 
It would any other. 

Mr. Altman has told journalists 
that his network of contacts in the 
While House u "certainly a plus" 

because he can be Secretary Uoyd 


preaidennai mansion. 

Mr. Altman was a government 
student in Georgetowns clw of 
1969. one year behind Mr. Clmton. 
who was in the School of Foreign 

Service. Just as Mr Clinton tost his 
bid to be 1967-68 Student Council 
president. Mr. Altman tost the fol- 
lowing election. 
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Hubbell ‘denies’ Rose firm probe 


White House 
surprised by 
billing questions 

By Michael Hedges 
and Paul Bedard 

rm wmwNOTON T—S 


Asaociate Attorney General 
VWeteter L. Hubbell. a former law 
partner of Hillary Rodham Clin* 
ton^ in Uttle Rock, yesterday do- 
med a report he is bemg investi- 
gated for overbilling clients. 

“I am not aware of any inves* 
rigtMMi. and I have never over- 
btUed a cUenC said Mr. Hubbell. 
former managing partner of the 
Rose Law Firm, which has been 
entangled in the Whitewater- 
Madison affair. 

"The facts are that my former 
law firm had some questians about 
billings on cases 1 worked on 
which they put to me last week,” he 
said, responding to a report in The 
Whahington Post yesterday that 
Me HubbeU is being investigated 
by his former firm for overbilling 
cUents. includinjg the Resolution 
Ihiit Corp.. which oversees sav- 
ings and loan bailouts. He said the 
questions were ‘'in no way out of 
the ordinary." 

The Hubbell statement followed 
a frantic effort by the White House 


to explain that President Clinton 
and his aides had no knowledge of 
the intemai Rose probe. 

White House spokeswoman Dee 
Dee Myers repeatedly told report- 
ers during a briefing that Mr. Hub- 
belLa close friend of the Clintons', 
would have a statement. But more 
than two hours later the Justice 
Department said it had no knowl- 
edge that a statement would be is* 
su^ 

A five-paragraph statement was 
issued late in the afternoon. 

MisaMyers broke with the prac- 
tice of refusing to talk alMut 
probes of officii and explained 
in detail what thk White House 
knew of the investigation. 

When the first question was 
raised at yesterday's White House 
briefing. Miss Myers gave a de- 
tailed history of the administra- 
tion's research of Mr. Hubbell'S 
past and the actions White House 
officials took to check the accusa- 
tions against him. 

Miss Myers said that after The 
Poet called to get a White House 
comment on its report. Chief of 
Staff Thomas E “Mack" McLarty. 
another of Mr. Clinton's Arkansas 
associates, was informed and 
called Mr HubbeU. 

"I think It's appropriate that he 
be the one to make the inquiry. He 
did. He spoke to Webb about it. and 
again Webb told (him) . ■ that it 
just didn't happen, it wasn t true." 
Miss Myers said 

“What Mack was looking for 
was an assurance that the charges 
were not true, she said. “Webb 
gave him that.” 

Mr. Clinton "stands stands by 
Wbbb. He believes him. He be- 
lieves his denial. " .Miss Myers said. 

.Mr. Hubbell. who was a leading 
figure in Arkansas legal circles 
with Mrs. Clinton and another 
Rose partner lormer White House 
Deputy Counsel Vincent W. Foster 
Jr. has been linked to the burgeon- 
ing Whitewater- .Madison case. 

A recent subpoena by special 
counsel Robert U Fiske Jr. sought 
material on .Mr HubbeU’s father- 
in-law. Seth Ward, who borrowed 
heavily from .Madison Guaranty 
Savings and Loan Association and 
was an officer of a Madison sub- 
sidiary. .Madison Financial Corp. 

.Madison Guaranty, owned by 
James U. McDougal. was seized 
by federal regulators at a cost of 
SX million. .Mr .McDougal and his 
wife. Susan. w«re partners with 


the Clintons in Arkansas White- 
water Development Corp. 

In 1909. Mr HubbeU handled a 
court case for the Federal Deposit 
Insurance Corp. against Madison's 
auditors. Frost and Co., in which 
the government settled for much 
less than it sought and lew 
the firm was insured for In 1985. 
Mrs. Clinton and Rose tod rep- 
resented Madison in efforts tc 
block its closure by Arkansas reg- 
ulators who were under the dom- 
inion of Gov. BUI CUnton. 

Rep. Jim Leach. Iowa RepubU- 
can, yesterday caUed on the Fed- 
eral Deposit Insurance Corp. to m- 
vesdgate charges of conflict of 
interest by Mr. HubbeU for rep- 
resenting the government in the 
Frost suit. Mr Leach, the ranking 
RepubUcan on the House Bankmg 
Committee, is conducting a GOP 
investigatioo of the Whitewater 
Madiaon affair 

Yesterday’s reports said Rose 
lawyers are mvesngating whether 
Mr. HubbeU wrote checks on a ch- 
ant account to pay for personal 
trips and credit-card biUs. and 
whether he credited to himself 
hours worked by salaried associ- 


•The firm tod asked me earlier 
r backup documentation on cer- 
m expenses paid for by the firm, 
am in the process of helping the 
rm locate such documentaaon. ” 
ir. HubbeU’s statement said. 
White House officials said the 
iternal Rose investigation appar- 
uiy never came up during the 
(tensive FBI background check 
I Mr. HubbeU or his vetting by 
qiite House Counsel Bernard W. 
uffhiiti m Mr. Nussbaum’s asso- 
late counsel, WiUiam H. Kennedy 
I, a former managing partner of 
le Rose firm, was not involved m 
le review. Miss Myers said. 

Me Nussbaum led a search of 
[c Foster’s office that removed 
nutewater docu ments - 
Miss Myers offered differing 
tories on the White House ac- 
nowiedgment of the Rose review. 
First she said: “What we know 
bout it is what was in The Post 
lis mornmg: investigation. That’s 
onsethmg that you would have to 
ilk to the Rose firm” about. 

But at the end of the briefing, 
he said: “It is something that is 
eing handled by the Rom firm. 
. . They’re reviewing this inter- 
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Mr. Hubbell, the him and Footnote 3 


Associate Attorney General and presidential aolf- 

ZA inR buddy Webster Hubbell has some 
X IL explainins to do. and he is not the only one. 
The Washininon Post reported yesterday that the 
Rose Law Film of which he IS a former partner, has 
been invesogatiziR since summer 1992 irregularities 
in his billing and expense reports. .Among several 
examples. The Post describes an instance in which 
Mr. Hubbell agreed to represent his in-laws on a con- 
tingency-fee basis, then lost and ended up slicking 
thefirmwithaSSOO.OOOtab. including payments to 
expeit witnesses. And the firm is reportedly lookiiig 
into whether be “credited to himself hours of legal 
work performed by salaried associates.” 

In response to The Post Mr. Hubbell issued a 
statement yesterday that he has not been under 
inttestigfttion since 1992 and that he has not engaged 
in overMUing. But that was the first paragraph. In the 
second. Ite admitted that the firm had quesiianed him 
last wedt about bis billings to the Resolution Ihist 
Conmaiion. which took over for the federal Deposit 
Insuiance Cbrpocation in settling the affoirs of foiled 
savings and lo^ in 1989. 

The possibilities here are several, and they most- 
ly all stink: 

■IfMr.Hubbeh has been under in vesti ga iinn since 
summer 1992. as The Post attributes to “sources 
close to the firm." that is curious indeed. Summer 
1992? Duruig the presidential campaign, in short 
NoMt wasn't the managmg partner of the Rose Law 
Firm at that Qme William Kennedy III. who went on 
to the White House counsel^ bffice? Wouldnt the 
managing partner know about such an inveshgatian? 
And if Mr. Kduiedy did know, didn't he think it might 
beago^ideatogetallthequestionsaboutfraudu- 
lett billing answeied sometime before appcnilingthe 
person under invcstigaQon to the No. 3 law enforce- 
ment job in the United States? 

■Oh. last week, you say. Mr. Hubbell? That would 
be shortly after the release of the FDIC report exon- 
erating the Rose firm of conflict ofmierest in its rep- 
reac nt aho n of the federal government as conserva- 


lor of the failed Madison Guaranty Savings and 
Loan — about the time the FDIC. at a Senate bank- 
ing comnuttee hearing, was agreeing to look further 
into the matter. At the tune of the Rose representa- 
tion. Mr. Hubbell^ fathertn-law had >von a >470.000 
judgment against Madison that the US. government 
u:as appealing, tin addition. Hillary Rodham Clin- 
ton had previously rep r esente d Madison ina foiled 
.stock offering.^ 

FbotnoteioftheFDlCrepanmakesveryinierest- 
ingreadingm thisoaiiext (FDICl staff atkxneyh 

(19891 letter also nolBd that the primary ancmey in 
the case was Richanl Donovsn. not Mr. HubbelL and 
stated that Mr. Hubbell was involved only in an indi- 
rect way. Based on diacusskxis with the staff atlorney. 
this was meant to inrtkate that Mr. Donovan, as the 
juniar partner on the case, vvould do most of the day- 
to-day work. Based on the fee bills for the case. Mr. 
HubbeU perfonned a significant amount of «nrk.“ 

Now; the Rose Law Firm is subject u> possible 
sanctions if the FDIC reverses itself and decides that 
Mr. Hubbell^ various entanglements constitute a 
conflict of interest If he wrasn't really much involved 
m tite Madison-related litigation, that diminishes the 
likelihood of a finding of conflict This has perhaps 
occuned te peopfe currently working at the Ann and 
wiRiedaboutiBsurvival—thuspeihapstheiriiittr- 
est last week in whether Mr. Hubbell was billing for 
work done by others (Mr. Donovan, maybe?). 

TUs puts Mr. Hubbell in an interesting posniaa If 
he did do the work he billed for. the conflict of inteiest 
knms large, ff he didnl the bogus biU^ looms large. 

Thath an odd position for the nationh No. 3 law 
en foi rement official particularly in light of the fact 
that the nation hasn’t got a No. 2 and that the “man- 
agement style" of Na 1 is such that Mr. Hubbell is 
often described as the Justice Department^ chief 
openttiiig officer. We don't need this. 

■ And. by tite way, aU these months iiUD the While- 
water affair, it was a great joy 10 see The Post pub- 
lish something to advance the story. 


HffCasfOB 

WHting on the op-ed page of 
the WUl Street Journal Sen. A1 
fonae M. D* Amato was again cnt- 
ical of the briefing Deputy IVea- 
sury Secretary Roger Altman 
gave White House ofTicials on the 
reiationsliip between the Res- 
olution Ihist Corp. which Mr. Alt- 
man heads, and the Whitewater 
probe. 

The New Ybrk Republican 
cited a letter he received from 
John Ryan, the RTCs deputy 
CEO. saying “it is standard oper- 
ating procedure not to discuss 
any matter relating » the review 
of potential civil claims of any m- 
stttutlon” and that it was **inap- 


propriata” to provide any “specif- 
ics” or any “information relating 
to the sunis of our review” 

Me D'Amaio. no Friend of Bill 
concluded. “Apparently, different 
Standards may apply ID discus- 
sions with the White House." 

Meanwhile. Rep. Jim Leach. 
Iowa Republican, called on Me 
Altman to resign as acting head 
of the RTC: “The meeting at the 
White House was one of the moat 
egregious acts that I've seen in 
my time in Washingtoa 
“It was not only improper to 
suggest a maating. it waa im- 
proper to accept it Both sets of 
counsels ought to be ethically 
spaohid.“ 


- 'i- 


m-ts 



Prosecutor to re-examine Foster suid 


4754 


The Washington Times 
March 3, 1994 


I 




2 


2 

^ s « « 2. 

I =.- 1-5 

3 .5 g C -2 > 

i I S; S S 

i* a S I 2 
5 . . 20^35 

i2|ll 

V « :2l€ - § 
“2 M ^ « e ?; J 


- i 3 -3 so V 

iiiiii 

3 - U - S 

-• U« ic j 2 ^ “ S 
■a “O - c £ - 

i 


It 5 ggcw = = 

i£ :IeSJ5J = 


.^.2 


o E 


iliss i 


> e a o E BB 
i- 2 «= 5 


lllil^ll !||il 

’®lll| 52 SSS 4 li 

c 
01 


I 

V 4 > 



li 

(A Qfl 

^ c 

■8 s 


'i :|^l||l|-f! = 
m l*<iil|*||li 
ill 1ieES|fl5|^§ 

■|i 

-I 

^ :|H2|==|-i!| 

u ^ S.S S ^ octe d uS 


1 

■3 

3 

3 

C 

(Q 

— 3 

V 5 

U «B 


■o I . p 

if 

nki 

3.S-S 

i|l?s 

^5 S v= 

'x|i S S 
-!:f.c 55 

I’lr 


I 

a3|« 
siiS 
•g’.. I = 

•2 Sj u-g 

:-l^ 


£ V 

gs5£ ", 


tit'H 

riiy 


e£.e 


^ ^ ^ 


■I I 

[•S 3- i 

' « « S .5 

l5il! 

illll 

\m 

illlS 
:f1'§l 
I ill 


■§ 'S'?_ 

JilSSS 

Pll^i 

lsi=E“ 

S|“" 


' CO « 

> aSi 
I 3P 


V M 

-jl 

3.2 


= c o 
^ « u 
» 3 ^ V 


f l.3i 

.lli| 

■i “5 i c 

if 2*3 g 
SK i|2 
■ ^ 2 5 i 2 

i^il* 

: :> O' CO 


1 U* 8 M 

■0 2 .a^ 

53 e'oc 

c c ^ •— 

ItiJ'S 

■S 3 ^ 3 

2 i-o «» 2 

a « 2 t ~ 

.3 3 « 2.2 


— s 

S'is- • 

a « 2 *5 = 

rSljS 

•a ^ ^ 

Iflll 

?i»-=S; 3 :a 

g^a?.s'j 


= o*^ 

3 

35 *= ! 

s’i-j 

saii 

“ C- 2 "! 

il^i 


M 6 

5^ 

a- V 
U 2 

IS. 

A JC 

II 


■o O 

. !i 

■|B8 
; : 


I4i 

,s| 

IM 

ill 

I/) a^ 5 
!fl _ 3 3 

x 5 Sv 

X u C V 
3 21.2 "• 
2 «3 o 

i^li 


l§h 

« u ?; 

- «=5 " 
11*1 

till 

I'st |l 

— e u 2 

5> 3 - 

-hi 

III! 


i! S 3 2 

Zrg 

III 

2 312 

M O U 
»w 3 

i|^ 

Ml 


^ c c 

f 

*0 V V 


5 III 
I ;s> 

|i^ 

>*3 3 



/«/y 


4755 


The New York Times 
March 3, 1954 


Essay 

•VILLIAM SAFIRE 

Whitewater Cover-Up 


In the hisiorv ni modern political 
scandal, the covcr-up is always worse 
man the crime. 

That’s the way it was in the Nixon 
White House about a stupid break-m 
at Watergate. That’s how it is with 
Bush Justice's non>prosecution of 
Iraqgatc. which Reno Justice should 
be ready to turn over lor prosecution 
as soon as House and Senate conler- 
ecs adiust ihe recently passed Inde- 
pendent Counsel Act. And that’s how 
jt will be when the Whitewatcrgate 
Federal-level cover-up ot state-level 
wrongdoing is exposed in the years to 
come. 

Take the most recent abuses of 
Federal power to smother an inquiry. 

1. The F.D l.f. Fix. Press reports 
forced the Federal Deposit Insurance 
Corporation to report on whether the 
Rose Law Firm iHillarv Clinton. 
Webster Hubbcll. Vincent Foster A 
Co.) had disclosed its prevKxis repre- 
sentation of the Madison S.&L. in its 
pitch to the F D.I.e. lor bailout busi- 
ness. Vince Fo.sicr s irnethy pitch Id- 
ler. quoted in this space, waded the 
Segal requirement to disclose. 

F.D.I.C. whitewasners noted that 
Mr. Huhbell. now do fat io Aiiomev 
ileneral. i laimed m have v.-rv gen- 
erally.’' .ind never in wriiinu. advised 
.in F D I.C aiiorncv m i ^mall 
amount of work. " Fliat <;overnmeni 
attorney directly disputed Hubbell s 
story; so did his supervisor tven the 
Rose partner working on ihe arcouni 
differs irom the Hubbcll version. Yet 
the Clinton F D.I.C. those to believe 
me profoundly conilicted Hubbcll. 

2. The Rt'soluHon t rust- I t ensurv- 
White House fuerun Thougn 

Keating Five ' chairman Don Kieeic 
blocks a needed Senate U.inking in- 
quirv. Senator Al D Amain iised a 
routine R T C. licanng loexiraci em- 
barrassinc news from Kniicr Altman, 
.iciing chief 111 me .igeiuv la-.dinc 
with laikxJ S.kiL.'s 

Mr. Allman, appan-nilv i.-.idV i>* 
. lit comers in uei i :uvd Henisen s 
I reasurv job. went i<* ihe White 
House to give advance inlormatmn on 
me K.l C ’s plans in whiicwaicrgaie 
in the counsel. Bernard Nussbaum. 
Ilillarv s staff chici. .M.u garei Wil- 
liams. and Harold likes Jr (whose 
lather resigned with the lainous blast 
It Truman: "I am auainst govem- 
incnt bv rronv ’) 

me apple-polishini* .luoncv head 

was ordered to imd mit Irom K.T.C. 
counsel if his agimev n;id to provide 
me same inside stuil nn pi iK odurcs lu 
others. Dutifully. .Mim.iti -wnt back 
■nd did. and the timing *-:ge he nau 


^ivcn the White House team was evi- 
dent in the slv answer; ”in due 
course. ' Pity those dopey outside 
parties at interest. 

Having been forced by Senator 
D’Amato's quesiiomng to spill the 
beans on currymg White House favor. 
Altman belatedly recused himself 
from the case, pleading only “bad 
judgment.’’ To this moment, nobody 
from the non-indcpendeni counsel’s 
force has asked anv of the meeting’s 
jiarticipams what was said, or 
warned anybody not to destroy notes 
always taken at such meetings. 

3. The StonewaUing speaker. On a 
matter that cnes out for Congressioii- 
al oversight, why have there been no 
hearings m the House? 

Because at a secret 8 A.M. meeimg 
(apologies to Evans It Novak) of 
Democratic satraps and staff mem- 
bers on Feb. 2 in Speaker Tom Fo- 
lev’s offices. George “The Enforcer’* 
Kundams laid down the law: no 


Always worse 
than the crime. 


Whitewater hearings anywhere un- 
der any circumstances. Erstwhile 
.inti-cornipiion tigers like Henry 
Gonzalez. John Dingell and Jack 
Brooks have since cravenly obeyed 
party orders. 

But that put the Small Business 
Fommitice chairman. John LaFalce. 
.1 New York Democrat, in a bind; he 
had already requested papers from 
me Small Business Adminisiraiion. 
-.vnich rcadilv unloaded a newsworthy 
pile about the McDougals’ loans un- 
’Known to the non-independent coun- 
>ei. .Mr. LaFalce had sent the hot 
.iorumenis to the ticneral Accounting 
t Iff ICC tor .iiialvsi.s and is now franti- 
. .div trying t» get that agency of 
I '-ingress uni to give him a report. 

\s cover ups go. A hiiewaicrgate 
ntes a B — less clumsy than Waier- 
-ute but not as eifccuvc as Iraqgaie. 
for which James Baker and William 
Barr deserve an A for befogging Jan- 
fi’s jumor Javert at Justice. John 
Hogan. 

Mr. Clinton’s major coninbuiKin to 
the an of containing scandal ts the 
•'.rgoiiatcd subpoena, whereby dam- 
iging data is directed under a single 
nig. Smart maneuver: might take the 
I i-mocrais past the '94 elections. 
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Justice Official Is Questioned 
About Billings at Rose Firm 

By DOUGLAS JEHL 


^PCCI•I 10 

WASHINGTON. March 2 - Webster 
L. Hubbell. the Associate Attorney 
(General, acknowledged today that his i 
former law partners had questioned! 
him about billings of clients, including • 
the Resolution Trust Corporation, but i 
said he had not committed any impro - 1 
pneties. 

“This IS in no way out of the ordi-l 
nary,” Mr. Hubbell said in a statement • 
issued this afternoon. He was respond- > 
mg to a report today in The Washington i 
Post that he was being investigated to! 
determine whether he had overbilledi 
clients and used money from the Little I 
Rock. Ark., law firm to pay personal i 
expenses. 

Mr. Hubbell was a partner of the! 
Rose Law Firm, which has received! 
subpoenaes as part of a criminal inves- ' 
ligation by Robert B. Fiske Jr. thei 
special counsel who is investieatingi 
President Clinton's involvement m a. 
failed Arkansas land venture. 

Mr. Hubbell. the third-ranking offi-i 
cial at the Justice Department, is a 
close friend and frequent golfing part- 
ner of Mr. Clinton. While at the Rose: 
firm, he worked closely with Hillarv 
Rodham Clinton, who was also a part- 


ner. and he was among several part- 
ners who left the firm after Mr. Clinton 
took office to accept jobs in the Admin- 
istration. 

Mr. Hubbell said the Rose firm "had 
some questions about billings on cases 
I worked on " and put those questions to 
him last week. He said that he had 
"responded promptly" and that he 
"did not ovcrbiil the Resolution Trust 
Corporation, the Federal agency in 
charge of disposing of failed savings 
and loans institutions, or any other 
clients. 

“Perfectly Reasonable’ 

Mr. Hubbell said he had been asked 
earlier by the firm to provide docu-t 
mentation on "certain expenses paidj 
for bv the firm" and said he was in thej 
process of helping the firm "locate I 
such documentation." 

In the statement, which he issued 
late this afternoon. Mr. Hubbell said he 
regarded the inquiry from the law firm 
as "perfectly reasonable" because he 
was the senior partner in the cases 
under question. 

Ihe law firm refused to comment 
about the case today. | 

The Associated Press, citing records I 



Webster L. Hubbell. the Associ- 
ate Attorney General. 


it had obtained, said the trust corpora- 
tion had rejected as excessive about 
$1,400 in billings from the Rose firm in 
a case involving First Savings of Ar- 
kansas. a case in which Mr Hubbell 
was the supervising lawyer. The firm 
had said the total cost of its work would 
exceed $173,000. 

The charges rejected bv the Govern- 
ment agency included $490 for travel at 
excessive rates. $222 for "unauthorized 
fees." and $215 in "inappropriate attor- 
ney services." The A.P. said. 
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Justice Aide 
Denies His 
Law Firm 
Overbilled 


But HubbcU ifiaaicd that the 

inquincs are **in no way out of the 

or^nary * and denied that the 
inqiancs amount to an 'invesu- 
gation.” 

‘’Issues frequently arise when a 
partner leaves a law firm, which 
require his participation and as- 
sistance;’ said HubbeU. whose 
duties includins serving as the 
JiMtice Department's liaiaon offi- 
cer to the Whiu House, 'it was 
ptffoctly reasonable for the firm 
to dirsetitt questio n s about these 
eases to me. since I was the 
bilUng partner.” 


■ Oav m nnnt; Webster 
Hubbell says he has been 
questioned about bills 
from Che Rose Law Ftrm 
of Uttle Rock. The White 
House says it doesn't plan 
any further inquiries. 


W hen White House officials 
learned of the accusations 
•niaaday afternoon. White House 
of Staff Thomas P. (ICack) 
McLarty calted HubbeU to ask 
about it. His deniai satisfied 
UcLarty. said White House Press 
Secretary Dee Dee Myers. And 
Clinton. HubbeU’s longtime gotf • 
ing partner, "stands by Webb. He 
believes him. believes his dsniaL” 


By PAUL RICHTER 
nuss STAPf wama 

W ASHINGTON- Webster L. 

HubbeU. third-ranking of- 
fidal in the U.S. Justice Depan- 
msnt acknowledged Wednesday 
that he has been questioned about 
pmt billings by his former law 
firm but denied accusations that 
he. had overbiUed the federal 
fov em ment "or any other cli- 
ents.” 

White House officials said they 
accepted the denial and did not 
plan any further tnquuies into 
amiiitinni about the a ss o fi a w 
aliomey general, who is a close 
Mend of the Gintons and a 
former partner with First Lady 
nUary Rodham Clinton in the 
Roae Law Firm of Little Rock. 

In a carefuUy worded state- 
ment usued Ute Wednesday af- 
ternoon. HubbeU said that offi- 
cials of the firm "had some 
questions about billings on cases I 
worked on. which they put to me 
last week.” One case, he said, 
involved work for the U.S. Reso- 
lution Trust Corp.. which over- 
sees savings and loans. 

He had also been asked for 
Imckup documentation" on some 
of his expenses that had been 
eovmd by the firm, he said, 
adding that he is stdl ”in the 
process of helping the firm locate 
such documenution.” 

The accusations arose in a sto- 
ry published Wednesday m the 
Washington Post, which reported 
that senior partners of the firm 
are tnveaugaung whether Hub- 
beU had overbiUed clients and 
..iaqd,fsw firm money to pay for 

that the investigation began m 
the summer' of 1982 and that 
officiate are considenng notifying 
the RTC and other clients of 
bUling "irregulantics." 


**nie Prcsidsiit has fuU conft- 
dsnee in him.” she added, calling 
the tesue "an internal matter^ at 
the law firm. Neither the White 
House counsel’s office nor Atty. 
Gen. Janet Reno plan further 
taqoMes. she said. No federal 
official contacted the Rose firm to 
ask more questions, she said. 

Contacted separately, three 
Rose firm partners declined to 
confirm or deny the emstenee of 
an mvestigation. Their r e s po nses 
eoiwasted with the law firm’s 
vqnrmm demate of pubUshed al- 
logations that the Rose firm had 
been shredding documents relat- 
ed to the investigation of White- 
water Development Corp.— a re- 
sort development in Arkansas m 
which President and Mrs. CHnten 
were investors— and the failed 
Madison Guaranty Savings A 
Loan of Uttle Rock. 

Also Wednesday. Rep. Jim 
Leach (R-Iowa) wrote to the 
impector general of the Federal 
Deposit Insurance Corp. urging 
the office, which is the principle 
reguUior of federaUy chartered 
banks, to launch an investigation 
of HubbeU and the Rose law firm 
and potential conflicts of interest 
related to the Whitewater case. 

The FDIC has cleared HubbeU 
and Rose of conflicu of interest 
relating to their handling of legal 
work for the FDIC in the Madison 
case. But RepubUcans have been 

deaaanding that the agency begm 
a new investigation. 
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A Shaky Bottom Line 

Valley Firms Tabulate Bite Earthquake Took From Profits 


Bv PATRICE APODACA 

rtMCS STAFF WIITEK 

J U51 as the physical force of the Northndge 
earthquake hopscoiched around the San 
Fernando Valley, picking and choosing 
the viciims of ns worst punishment, some 
Valley companies are taking a hit to their 
bottom lines because of lost business. 

The problems cited include damage to 
facilities and merchandise and lost sales in 
the days after the Jan. 17 quake. Some 
insurance companies face big payouts for 
claims. Financial institutions could suffer if 
homeowners walk away from their mortgag- 
es. 

Oaumeincs Corp.. a Chats worth maker of 
computer printers and communications prod- 
ucts. was one of the first to announce that 
because of earthquake- related setbacks, it 
will post a loss for its fiscal first quarter ended 
Jan. Jl. A vear earlier. Daumetncs earned 
$300,000 on revenue of $5.3 million. 

7*he company was shut down for four days 
after the quake because it had no electricity. 
Later, shipments of matenals used in Oau- 
metrics products didn't amve. The delays 
were particularly damaging because they 
came at the end of the quarter and because 
the recession has forced companies such as 
Daumeti if ■ in ifs ehlTmiyils lightlit , ; * - 
“It's like the nail in the horse's shoe that 
makes you lose the war." Daumetncs Chief 
Executive Sidney E. Wing said. 

The company also suffered because work- 
ers needed time off to deal with personal 
problems. Wmg said. And every time an 
aftershock rattled, “they wanted to get out of 
the building." even though city inspectors 
have deemed the structure safe. 

Beverly Hills Fan Co. in Woodland Hills 
estimated its earthquake damage, including 
merchandise destroyed by the temblor, at 
between $200,000 and S500.0CO. None of the 
products were earthquake -insured, and the 
company is still assessing ns water damage. 

“There will be an impact on quarterly 
earnings." Controller Neil MacDonald said. 
Fortunately for Beverly Hills Fan. before the 
earthquaKe it had already rung up $1.6 


million in sales, double that of the first 
quarter a year earlier. The company said that 
if It posts a profit this quarter, it will be a 
small one. 

Art publisher and reuilcr Martin Lawrence 
Limited Editions Inc. in Van Nuys said its 
first-quarter sales will probably be “signif- 
icantly " lower because of the earthquake, as 
well as the severe cold in the Midwest and 
East Coast. The firm hopes to recover at least 
some quake- related losses from its insurer. 

Marun Lawrence said quake damage has 
kept Its ^llenes closed in the Northndge 
Fashion Center and Sherman Oaks Fashion 
Square shopping malls. Its headquarters was 
also shut down for two weeks after the 
temblor. 

In the quarter ended March 31. Martin 
Lawrence lost $1.7 million on $4.7 million in 
revenue. 

A mong those companies likely to feel an 
earnings bite from the earthquake are 
property -casualty insurers. 

20th Century Industries, the Woodland 
Hills parent of 20th Century Insurance Co. 
and 21st Century Casualty Co.resumated ns 
quake claims at $160 million. After taxes and 
mnsurance. the total will drop to $62.9 
million. 

Ttif -att mfrn*y nf ^ 

first quarter." ^d RicharirDlBon. senior vice 
president at 20th Century, the sute's swth- 
largest earner of earthquake insurance. In 
the first quarter of 1993. the company earned 
S23.9 million on $263.1 million in revenue. 

However, at Amwest Insurance Group Inc., 
the earthquake “is going to be immatenal" to 
earnings, said Steven R. Kay. chief financial 
officer. That's because the Woodland Hills 
company specializes in wnting surety bonds 
guaranteeing construcuon and other projects. 
In fact, said Kay. Amwest might benefit if the 
earthquake spurs rebuilding. "Thai's what 
you need surety bonds for. It could be an 
opportunity for us. " 

Banks and savings and loans also stand to 
feel some pain from the quake. American 
Pacific State Bank in Sherman Oaks, one of 
the nation s largest Small Business Adminis- 


tration lenders, cued the .Northndge earth- 
quake as one reason it added to us loan-loss 
reserves for 1993. As a result, its earnings 
declined 54% in us fourth quarter ended Dec. 
31. to $197,899 from $430,556 a year earlier. 

Great Western Financial Corp. said it does 
not expect a “matenal loss" from the quake. 
Two buildings at us large Chatsworth com- 
plex were badly damaged, but rebuilding 
costs should be covered by the savings and 
loan company s insurance, spokesman Steve 
L. Hawkins said. 

A bigger problem would occur if large 
numbers of homeowners who can i afford to 
rebuild their quake -damaged houses walk 
away from their mortgages. Hawkins said. 
The company is opumistic that that scenario 
won’t come to pass because most borrowers 
who are taking advanuge of Great Western's 
offer to place a 90-day moratorium on 
mortgage payments do not have severe 
structural damage on their properues— and 
many have earthquake insurance. 

Glendale Federal Bank estimated that it 
has $1.5 billion in real esute loans in 
earthquake -affected areas. But Judy Cun- 
ningham. a spokeswoman for the Glendale- 
based thrift, said the extent of any losses 
won’t be known for another week or two. She 
said Glendale Federal wag :caliint All its 
borrowers and depositors and. inspecting 
properties. “There are still so many vari- 
ables. " 

Other companies also said it is too soon to 
tell what impact, if any. the earthquake will 
have on profits. 

Steven M. Besbeck. president of Creative 
Computer Applications Inc., a provider of 
information systems for laboratones and 
pharmacies, said his company didn't resume 
full operations until a few weeks after the 
quake. Its Calabasas offices were drenched 
when spnnklers went off during the shaking. 

Besbeck has hired specialists to determine 
whether the company electronic equipment 
IS salvageable. 

'Tl may have an effect on the quarter that 
ends Feb. 28." he said, hut I'm not even sure 
about that vet." 
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American of Fla. Rdeased ftom OTS Order 

MIAMI — Americm Siviiieof IToniM aid the O Tiw M 

Thrift Sopervisioo ha lenmiiMed » ce»ie<iid-dei« 

sued on Dec. 21. 1990. .. 

The ofder included a 

rca or indirect transacuoos with ^inencnn $ 

star Croup, or its affiliates without the icfidaior’s prior wnt 

^^CTresLd^faciors in its liftinf of tte order were 
Savings compliance with the lerms of Ac oc^r- ^ 
among top management and the board of directors, and sub- 
stantial improvement in financaal conation. 

American Savings has$3.l biUkm of as^ 29 retail oflto 

in Dade, Broward, and Palm counties, and seven inori- 

eaiB'Orieinaiion offices in Florida. 
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ATvipft,^ M » ^n 
fVfioMl diracior of the Office 
ofThrmSuperviiaaii. waned 
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: The one pa r sup ervisory 
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imual finds do not carry de- 
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face as a “Imnsair w 


toaayiBL .. . . . 
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ooaanipvii ia other QlSee- 
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Greenspan Remains Opposed 
To Plan for Superregulator 


By CLAUDIA CUMMINS 

WASHINGTON — Despite 
stern warnings from Congress to 
compromise with the adminis- 
tration. Federal Reserve Board 
Chairman Alan Greenspan on 
Wednesday held firm in his op- 
position to the proposal to con- 
solidate all banking regulation 
into a single agency. 

In testimony before the Sen- 
ate Ranking Committee, Mr. 
Greenspan rejected the Treasury 
Department’s most recent pro- 
POmL which would give the cen- 


tral bank more oversight than 
originally proposed. 

And he repeated his convic- 
tion that stripping the Fed of a 
significant hand in the day-to- 
day regulation of banks would 
endanger the central bank’s abil- 
ity to implement monetary poli- 
cy and respond to financial 
crises. 

AltanadTeaSeea 
“There are ways, short of the 
creation of a single agency, to 
address the problems in the cur- 

Cuntinucx^ Ocr 


rent regulatory struaure and re- 
duce the costs of regulabon.” he 
said. 

Mr. Greenspan also spelled 
out the Fed’s altemauve con- 
solidation plan, which differs lit- 
tle from the originai plan laid 
out by Governor John P 
LaWare in January. That plan 
would pare the regulatory agen- 
aes from four to two. allowing 
the Fed to maintain a strong reg- 
ulatory role. The Fed backed up 
its position with a hefty, 50-page 
analysis. 

“The board’s approach would 
achieve essentially ail of the 
benefits of one consolidated reg- 
ulator. while incurring virtually 
none of its risks," Mr. Green- 
span said. “It would avoid an in- 
flexible single regulator, pre- 
serve the dual banking system, 
assure that an economic per- 
specuve IS brought to supervi- 
sion and regulauon. and main- 
tam a strong central bank.” 

Pretsore to Compromise 

Senate Banking Committee 
Chairman Donald W. Riegle Jr.. 
D-Mich.. on Wednesday reiter- 
ated his intenuon to move 
quickly on consolidation legisla- 
tion and urged Mr. Greenspan 
to sit down with top Treasury of- 
ficials in the next week to re- 
solve the dispute. Earlier discus- 
sions have yielded concessions 
from the Treasury Department 
but not the Fed. 

The Fed’s entrenched opposi- 
tion - reinforced by Mr. Green- 
span's strong testimony 
Wednesday • has increased 
speculation that the chances are 
slim for passage of legislation to 
create a single regulator. Like the 
Fed, much of the industry has 
come out in favor of matntain- 



Alan Qfengpa n 

Chairman. 

Federal Reserve Board 


ing more than one regulator. 

“Our belief is a single regula- 
tor plan cannot be passed,” said 
Edward Yingling, the American 
Bankers Association’s chief lob- 
byist. ‘There s obviously a great 
deal of concern about it among 
individual senators, and the tes- 
timony tomorrow will show the 
enure banking industry cannot 
suppon a bill with a single regu- 
lator.” 

Hearings on the issue conun- 
ue today . with bankers expeaed 
to back up the Fed’s position in 
favor of two agencies. 

\s Wednesday’s hearing dem- 
onstrated. the Fed has won over 
more than just bankers. Several 
senators expressed strong sup- 
port for the central bank. 

“I commend you and 1 hope 
>ou will stick to your guns.” said 
Sen. Richard Shelby, D-Ala- 
hama. “There is a lot of support 
in the House and the Senate for 
maintaining the central role of 
the Federal Reserve.” 

Added Senator Lauch Fair- 
cloth. R-N.C. “We should abso- 
lutely not do anything to weaken 


the power of the Federal 
Reaerve.” 

At the hearing. Comptroller of 
the Currency Eugene Ludwig 
and act^ director of the Office 
of Thrift Supervision heartily 
endorsed the administration 
proposaL and defended it from 
Fed attacks. 

Andrew Hove, acting chair- 
man of the Federal Deposit In- 
surance Corp. also voiced sup- 
port for regulatory 
consolidation, but did not com- 
ment directly on the two plans 
on the uble. 

The Fed agrees that some con- 
solidation IS needed. Mr. Green- 
span responded. But many of 
the current system’s flaws can be 
nearly eliminated by combining 
four agenaes into two. he said, 
without engendering the prob- 
lems a single agency could bring 
about 

“Do we agree on most of the 
issues?" Greenspan asked. “I 
think we do." 

Like the Treasury plan, the 
Fed’s altemauve would merge 
the OCC and the OTS inio a sin- 
gle agency, and strip the FDIC of 
all but insurance responsibil- 
ities. But the Fed wants ihe new 
agency to supervise independent 
national banks and thrifts, as 
well as ail depository insutu- 
tions in any banking organiza- 
tion whose lead banks are a na- 
tional bank or thrift. 

Under the plan, the Fed 
would supervise ail independent 
state banks and all depository 
insutuuons whose lead banks 
arc state chartered. According to 
Mr. Greenspan's analysis. 66% 
of commercial banks, compris- 
ing 42% of industry assets, 
would be supervised by the 
Fed. □ 
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House Panel Approves 
Measures to Streamline 
Currency Reporting Rules 


By ROBERT M.GABSSON 

WASHINGTON — A House 
subcommittee approved legisla- 
tion Wednesday that is expected 
to sharply reduce the more than 
10 million reports banks file 
each year on customers who de- 
posit or withdraw large sums. 

The bill is aimed at eliminat- 
ing the clutter in the mass of pa- 
per banks file with law enforce- 
ment authorities under the Bank 
Secrecy Act, a law aimed at de- 
terring money laundering. 

*‘It’s clear that the Bank Secre- 
cy Act has generated an ever-in- 
creasing flood of paper." said 
Rep. Stephen L Neal. D-N.C.. 
chairman of the House Banking 
subcommittee on financial insti- 
tutions. 

Analysis Made Difflciilt 
John J. Bryne. a lobbyist for 
the American Bankers Associa- 
tion. praised the subcommittee 
action, saying the bill would 
help both banks and authorities, 
who have said in recent years 
that they are getting too much 
paper from banks to be able to 
analyze it efTicientiy. 

“The bottom line is, let’s 
streamline these reports so 
they’ll be useful." Mr. Byrne 
said. 

The Bank Secrecy Act re- 
quires banks to file repons on 
transactions involving more 
than $10,000 in cash at any one 
time. 

The bill approved Wednesday 
would not change that thresh- 
old. but would instead try to re- 
duce paperwork by lowering the 
number of businesses that need 
to file cash traiisacuon repons. 



Rep. Stephen L Neal 

Chairman. 

House Banking subcommittee 

from the filing requirements. 

The first category includes 
government agenaes. interbank 
transactions, and businesses for 
which transacuon reports have 
little or no value. 

In the second area, banks will 
be able to create a list of custom- 
ers that meet criteria approved 
by Treasury. 

The list Itself must then be ap- 
proved by Treasury. After that 
banks can exempt transactions 
from those customers without 
fear that the government will 
challenge the exemption later. 

The bill also requires Trea- 
sury to set up a sin^ office to 
deal with suspicious transac- 
tions. Bankers have complained 
that they are often required to 
deal with as many as a half-doz- 
en agencies when they want to 
report transacuons that may be 
connected to drug dealing or 
other crimes. 


ing schemes. The tests must start 
within six months of enactment. 

An amendment to the bill ap- 
proved Wednesday would also 
overturn a recent Supreme 
Court decision by making it a 
crime to deliberately structure 
cash transactions to evade the 
reporting requirement. 

Mr. Byrne said the amend- 
ment would make life easier for 
banks. "A bank shouldn't have 
to decide whether a customer is 
struauring a transaction to hid 
the money from his wife or to 
cover up a crime.” he said. 

The bill’s principal sponsor is 
House Banking Committee 
chairman Henry B. Gonzalez. 
D-Tex., and it is not expected to 
have any trouble when the panel 
takes it up. 

The financial institutions sub- 
committee passed the bill on a 
voice vote. 

A similar bill was introduced 
in the Senate by Sen. Richard 
Bryan, D-Nev., and the banking 
committee is expected to begin 
hearings on it March 10. It is not 
expected to face difficulty. □ 


Sole for Examiners 


TreuarycoSetEiempUou 

The bill requires the Secreury mg agenaes will be required to 
of the Treasury to implement a establish pilot programs to test 
iwo-tier system of mandatory the feasibility of using examin- 
and discretionary exemptions ers to identify money-launder- 
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Loan Auction 


Approximately i 

$438,000,000 

Nolii-Rerforming Loans 

T he Resolution Trust Corporation is offering for safe , 

non performing loan packages that range in size from 
$100,000 to S5 million from various savings and loan institutions 
nationwide. 

Loan categones are oroKen down as follows: 


rfwmpV DMim fMIIDii Of 

LoanTypt (In000*t) Loans 


I 1-4 Family Pes*cent!ai 

$293267 

4.788 

j Commercial Monuce 

95.035 

856 

; Land 

19.739 

407 

I Consumer 

13.102 

1.513 

! Business 

10.684 

211 

Multifamiiv Mortoaces 

5.964 

59 

j Total OfUtred 

S437.791 

7J34 


Kansas City, MO 

April 26 & 27, 1994 

Kansas City Convention Canter 


RIe Review Begins March 28 in Kansas City. 

To receive a oidders information pacHage. pfease cait: 
JBS & Assoaates. Inc. 


1 - 800 - 943-5522 


This aa^entsen^ ; j-» a''/>ooncemeoter«v jraaoesnoioonsmmanomtosei. 
or a soaoaMn Of /r crer ID out* any aan oadUw rererenceu aoove. wneh sna« occur 
; onyovsoNC^uooosJ/.-neAAMjn mtS ANNOUNCEMENT IS SOLELY FOn 
institutional buyers and other SOPHISnCA TED PURCHASBIS 
. iPiauoetG small NvEsrGRSietTHEBuseiESSOFBOYiNaoRiGmAnNG 

OR SELLM6 LOA\:> OiVNEO BY FINANCIAL INSTITUTIONS OR WHICH 
■ OTHERUVISE deal V SUCH instruments in the OmeiARY course of 
. their BuSRiESS ^ .^arsm^oeonefto ;nis JviamihouiNNNONmmonsor 

, m3nanttes»3rv*r^ <iiinatsoemO¥Nf¥efm 
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Loan Offerings 


March 3, 1994 


Th 0 Miowtng represents mans orterea by tneRTC tratmnwtae tor immeaiste sate on i 
a comotMive om basts All loans arm otfend in smM pooia and arm apptopnatb \ 
tor all qualifimd investor groups, including the small Investor. All moutnes and | 
reouesrs tor aooinonai inrormatmn snouia be made oireaiv to me maivtduais listed I 


Sealed Bids 




Auction 
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Asut Description 
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Sealed Bid 


Approximately 

$5,300,000 

Environmentally Impaired Loans 

Environmentally Impaired Commercial Loans 
46 Performing and Non-Performing Fixed Rate and 
Adlustable Rate Mortgage Loans 
Assets located primarily in Kansas and Oklahoma 



4i SSJ67.1M.72 


Bid Deadline 
April 4, 1994 • 12 pm CST 


AUloMns sre oH9nd in small poot9 and an approprial9 
for all qualified investors including small Invasion or 
small investor groups. 

Bid Information Deadline 
March 18, 1994 

For more information or to request a bid package, 
please contact: 

Don Bonewitz 

Resolution Trust Corporation 


( 816 ) 968-7285 


TM aoveni^emem >s in -innouncemem omv * ana ooes not consimae an oner 
10 seM or .1 oriciiasion or .in oner to ouv tne wan ooaiaqeisi reterenceo aoove 
arTMcn sn.iN occ jr cniv Ov ^nr> tM} oachaoe. ano wnidh snaH DO maoe avaiiaiM 
oniv 10 otttion^ rrito rtroreseni mat mev nave suen nnoMneoqe ano eioenence w 
hnanoai ana oustn«>ss m.iiters as lo oe caoaoie oi evaluating me merits and 
nshs 01 tne ncuisifcn oi me Loans noS ANI^OUNCEMENT IS SOLELY FOR 
INSriTUTlCrtAL liorCRS AND OTHER SOPHISTICATED PURCHASERS 
iINCLUOlNCi small irivESTORS) IN THE BUSINESS OF BUYING. ORIGI- 
NATING OR SELL;Nti LOANS OWNED BY FINANCIAL INSTITUTIONS OR 
WHICH OTHERWISE DEAL IN SUCH INSTRUMENTS IN THE ORDMARY 
COURSE OF their BUSINESS Aii Wans wm oe onereo as is ano wnhout 
any reoresentations or rvarraniies oi any wno wnatsoever oy any entity 

Cooramated bv the RTC Kansas City Sales Center 

Event 10 Number: 730^193 
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The politically sensitive House other ( 
Counsel position is also open, af- dissaa 
ter Washington attorney Thomas at lea; 
Spulak first accepted the job but uniilf 
then changed his mind (Roll Call, nextm 
Jan. 6). 
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Leach Pledges to Battle OTS Decision to 1 
Whitewater Documents Only to Panel Ch 


By Glenn R, Simpaon 
A fight is brewing between 
House Banking Republicans and 
the Office of Thrift Supervision 
over whether OTS documents re- 
lating to the Whitewater scandal 
can be released at the request of 
the panel’s ranking member rath- 
er than the chairman. 


been a vocal foree in the enbrt to 
make public the details of the 
Whitewater story. Leach argues 
that the dispute has constitutional 
implications. 

Unlike other banking regulato- 
ry agencies, the OTS, one of the 
principal repositories of docu- 
ments regarding the failed Madi- 


ument requests from Leach and 
his staff. 

House Banking Chairman Hen- 
ry Gonzalez (D-Texas) has re- 
fused to back Leach’s document 
requests, but Leach has argued to 
OTS that his inquiry is an official 
committee investigation since 
Gonzalez last month approved 
vouchers allowing GOP investi- 
gators to visit Little Rock, Ark. 

However, when the OTS con- 
sulted Demo^atic aides on Bank- 
ing on whether to honor the Leach 
document request, the staff refused 
to take a position, and the OTS 
informed Leach that because he is 
not a committee chairman, he can 
only get Madison dociunents by 
fili^ a Freedom of Information 
Act request like a private citizen. 

’They are suggesting the chairs 
are the Congress,’* Leach said in 
an interview this week. “So the 
issue is: In the constitutional role 
Coadnucd on page 8 


Banking’s ranking member. 
Rep. Jim Leach (R-Iowa), has 


son Guaranty savings and loan 
has refused to cooperate with doc- 


McDougal Gave $90,000 
To Own 1982 House Race 


By Glenn R. Simpson 
James McDougal, the former 
banker at the center of the 
Whitewater scandal now envel- 
oping the White House, spent 
$90,000 in personal funds on an 
unsuccessful bid for Congress 
in 1982. 

McDougaL who took control 
of the now-defunct Madison 


Guaranty Savings in 1981, made 
some $98,590 in personal loans 
to his campaign during 1982, 
Federal Election Commission 
records show. Only about $8,000 
of the loans was repaid. He was 
overwhelmingly defeated by 
Rep. John FmiI Hammerschmidt 
(R-Aik), 66 to 34 percent 

CoBdoMd OB page 8 
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Sonny Bono Gears Up 
For Battle of the Stars 


Singer Eaiiy Leader to Follow McCandless 


By Tim Corraa 
In announcing a bid for Con- 
gre». Sonny Bono Tuesday tried 
to distance himself fiom his enier- 
taimnent pasL reminding voters 
he is the former mayor of Palm 
Springs who demonstiated state- 
wide appeal with a 17 percem 
showing in the 1992 G<^ Senate 
primary. 

At hb campaign kickofT for the 
Home seat b^ vacated by Cal- 


ifomia GOP Rep. A1 McCand- 
less, Bono was quick to insist his 
campaign was not a lark but a 
serious effort by introducing as 
the chairnian of his fledgling bid 
Brace Hera c he ns ohn. the Repidv 
lican who beat him for the 1992 
Senate nomination. 

Although McCandless an- 
nounced his retirement only a 
week ago. Bono — given his uni- 
Coatfaued on pagt 8 



Argues Leach, *The issue is: In the coor 
how do you define Congress? Is Congi 

H 
T] 
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Se 
Tex; 
in hi 
state 
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H 
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mis> 


Heard On 
The Hill 

By Craig Winnefcer 
Us, Too. 

The Justice 
Department is 
astog Judge 
Thomas 
Peafleld 
JackaoB to order Sen. Bob 
Packwood (R-Ore) to 
comply with its subpoena 
for his diaries. 

The Oregonian reported 
yesterday that Justice has 

Coattaacd oa page 10 
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U.S. HOUSE OF REPRESENTATIVES 

eOMIfllTtl Oil UNKINO. nNANCI AND UKUN ASPAIKt 
ONI HUNDUO THMO eONOOMO 
2121 UVWNN NOUM OmCt tUilOlNO 

waHNNrroN. oc loiii-ooio 




1 )OH» « 90 i fWar.VMM 

wtmmuam 

uchmuimiiimmia 





mmmmnm 

ftmBMt*? 


OATB: 

TO! 

FROM: MIki MoQwry 

Houm Banking ComnUUM * 
B371-A Rayburn HOB 
WMhInglen, D.C. 20618 


ToM niimbar of pagaa tank Oneiiidliig Ihia paga): ^ 
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U.S. HOUSE OP REPRESENTATIVES 

coMiinn OM UHKwo. muNct *no umm act aim 

OW HUNOMO TMAS CONaMM 
aiu luwuiM Houii gnwt autieiM 
wAtwNoraN. oe aoiiijoio 

llarah l, i«»4 


TIM ■oBoratol* aegw AXtaan 
Xntwla CIO 

aMOlatlen Tnat Cwp«r*tlon 
•oi> i7tb scrooe. m.w. 
«ubllifton, 0.0. 30494 


OMT m. AXtaui 


kiMtaiMnoMt 


^iOMM «M«4. MMMf IVMM. 

’OirwvnKcuiw 

AJNB 4 lKgMQUSI CAJfCM* 
WiMQh IMMiOImIMNA 

m%Aum 


aawgwr- 

aissssxsr 


MaMNI 


io • mmlt «xpl«iwt 0 Ey l«tt«r to nr. Mnwto mwaMin m. 
al. JM yaa know, ia ay Xottor of rakruoxy 9 Z Im« MTfootoO that 
you roeiiM yoursalf froB uttara parealnlno to Modlaan euaranty 
savlofs and Loaa. 


Kow, boaavar, baaoO uyoa your a ao t iny vitb Mhlta Bouaa offleXalo on 
auMaot. proaoHOly aftor raealpt at ay lattar, year 
raalfiwtiaa fraa all raa p a a atktUtiaa at the OTC appaara to be the 
only acblcai opcien la otoar. 



Bnaleattra 




jmuyHULmjm 

SSmnoumamm 





COyHITTO ON lANUNd. mANCf AND UfUAN ATMlNi 


U.S. HOUSE OF REPRESENTATIVES 


atn Mvwm muh ofnci wonNa 


ONt HUNOMD TMM eONOmM 


WAMWOTOH. oe 2MIM0M 



Nueis 1 , im 


IV. larnazd miscbuia 
eOWMMl ts Um tVMidaOt 
na Mhlta RouM 
Wksblngtea. o.c. 20800 

Mr. ftopboa Potto 
Oivootor 

oCfleo ot oovoniMnt Ithleo 
laei Row York kvoniMt !!»«• 

SUlta BOO 

KOOlliBitMI. O.C. 80008 - 30 X 7 

MB. Joan Baaaon 
eaaanl Coaaaal 
MosB 3000 

OoMurtaoBt tha OroMory 

MutalaotOB. D.e. aoaao 

Mr. art mialnakl 
ebiaf Itklaa Offlear 
■aaoltttlaa mat carpavatlea 
80X- ITtk Btraat. II.B. 
tf a ah li E Q t a a . 0»C. 30434 

Oaar Baaara. aai Ntiaai 

Oe Tahauavy a, 1004, X wrata ta tha Xntarla an of tha Baaeluttan 
mat eocporauee <890. Mt. Rogar Xltaaa, aaklag ttet te oaak 
iBiriirliti Mimaol as ta wbathar ha ahaald raoasa blaaalf tram 
■aMan ra«Br«taB NBBlaae oearaaky Bavlnga aiiB taaa. Xa X naM ^ 
■y rahaiiarr 3 lattar ta Mr. Xltaani "...it weolO appaav athleally 
qaaatloaaua xor a palltioal apMlataa aS tto Sasartawt aX 
TraaaiiiT ta aaka Baeialana far an inOapandant fadaral agaeov vhaa 
tka iTBBlflBiif aoy ba lapIteataB in a nfar aa e a et aai atvll aotieea.* 
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Pits 3 

lUMk 1, l»t4 


fell* Nhiea ReuM M wttars aftMtiin tb« Prasldaat'a 
parMoal UabiUtiM* 

Rbll* It i» dublawly crMlbl* to think nr. Aitaui wottid n««« fans 
t« tba Nhit* Room to dloouM only tbo ototuto of llaltotlons, is 
tkot a aora moo would navo auffleadi. It boars aetlng ayala ths 
irony tbat it vao Nr. kltnan who on Nay *, ltM« atreoily 
rooannandad by lattar to tha Chaimaa ox tbo Naiioa tanklaa 
Oonnittoo tbat tbo atatato of iioitatians for oivii lawaaito 
aNalnat tai> wrongdoara not ba oxtaadod. 

np. bltaaaPo aoatiay with Nbito Rouaa ataff oo n o a miat tbo M0*o 
actions ia tbs Madioon eaao is an otbieal uabra«o» Itoa tbough w. 
bltaaa baa now dooidad it propor to roouoo hiaaolf fxoa tbo Madison 
QdM* tbd UiUd at baad la Mwtbor bio oonduet vlolatod fadaral 
otbioo aoidolinoo or ateiotoraa, as Mronolfatad by tbo MC. iboso 
pnidalinoo an liotad undor 12 cn f ldOS.7 aad iaolodo tbs 
folXowinat 

”Mo anployoo sbail angapo ia any aotion, wtalob aigbt ranlt 
in, or eroato tbo appoaranoo of ... 

<b) giwiag profarontiai troataoat to aay poroonr . . . 

(d) iosiat Oonplata iadapondanoo or iapartialityi 

(a) aakiny aa kte daoiaion outoido offieiai cbannalat 


(f) adwaraoly affaotlag tha pnblio'a eonfidoneo ia tha 
iatagrity of tbo me." 

Alas, 12 CPR I KOS.IO atatoo tbat an ATC *oapleyao aay not, 
diraetly, or Indiraotly, uao or allow tbs woo of iaforaatioa wbiob 
is obtaiaod aa a raaalt of bia or bar XTC aaployiOBt but wbieb la 
not availablo to tbo ganoral publio ia ardor to aagago ia aay 
fiaaaeial traaaaetiea or to fiirtbar a privata lataraot.* 

za addition, aaotbar iaan appoara to bo aa aanao of tbo opirit of 
I g.a.O 1240, Sn a toobnioal ooana, this atatato allows tbo 
Ptoaldont to naaa a tanporary aganoy baad to fiii a vaeanm until 
a noaiaoo is saafiraad by tbo aonoto. Xa tbo ovont a aaniaoo is 
njaetad by tbo aoaato or bis/bor nan ia withdrawn, a o.s.c. ssaa 
prowidas tbat tbo waoaaay nay ba fillod for not aoro tbaa lafr-daya 
& aa iadividoal doaigaatod ay tha proaidaat. 

za tbo oaao of Mr. Altaaa'o appolataant as intoria en of tbo Me, 
wo haws a aituation wbara a palitioai appaiataa of tbo TToasusy 
UNWrraanr baa aarvtd as tba baad of an i a aapo n dowt agaaoy for 
approaiaataly 12 aontbo. To ooao, tbia oirouaataaoa laavos tbo 
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PlfjlS 

MMk i« im 


i^PMMlM ttot nr* iatam'S tan of oetlo* aifM han baa* 
Itiwnil te oalaeMa vitb tha aonniaf o< tba atatuta ot UaltafelaM 
tm aivU Uaaaita aUtab oauia atfaeb tha niito B aaaa* 

Vav that tha atatuta at llattatiaaa baa haaa astaadaB* a ataprln 
alaht vaaiaa If farthac layal aaahinatlona vlU aeour aa a aaaaa af 
aalatatnlnf v. hltaaa*a taaaaa aa tataria ew of tha nc. Aftar 
all* aa aiaiwaa to haad tha axc hat haan fanally paaaa a ta d ta tha 
aaaata altwa m. fata withdraw hia naaa fata aanaldaratlaa aa 
Mavaahar M« ahaa ha aaBplalaad of «roas aiaiawaiMiaiit at tha BXC. 

Xh ia judgaaaat that tha >ie haa had ita iadaaaadaaoa 
aaaBToaiaad aad that it ta aa la n gat aoCfleiaat far nr. iltaaa ta 
raewaa hlaaalf tna Oa md la e a aaaa. St ia all taa anaraat that 
hia ahadaw laaaa larfa at tha ataaoy and that hiaiaaadiata 
raaignatlaa fraa all raapaeaihilltiaB at tha MO world appaar to ha 
tha aaly athiaal aptte at thia tiaa* 

Sa additiaa* jaat aa aao partf Ohaald aat haaa rafoaatad tha 
aaatlaf* tha athar party ah oald aat hata touiUad it. Xa thia 
rayardi S harahy rataaat a xawiar af whathar thita hoaoa affieiala* 
■mud ihMahau. Mufarat villiaaa. aad aarald zahu. wiolatad aay 
athiaal yaidoliaM. lata Z waald wall you attoatiu to tha 
foUawiap thita aatu ya i da Ua ui 

i en I 10d.7Sf-4 tuaral ataadaida af oaadaet. 

•(a) fa all eiroaataaau aapiayau ahall aoadaat 
thMaalwM. aa aa ta amaplify tha hlghwt ataadazdt of 
iatayrity* Aa aaployaa than amid aay aatim* whathtr 
w aat apaeifiaally prahthi t ad hy thia othpart* thiah 
aiytt raoalt la* or eraata tha appaa raa u adi 

(1) aaiay ptnila offioa fu primta yaiar 

(tl Olwlay p ra f oraa t ial tr aa ta aa h ta aay paraoar 

(1) n yad ta y q e mffM aai t affiaiaaoy u innaaayi 

(4) tMioy eoaySata ladapaadmoa u layortialityt 

(•} Whiay a tawarmaat daoiaian awtaida offiaial 
ahaaaalai u 

(4) Affaotiay advocaaly tha eaafidaaoa af tha 
pfeta la thautayrlty af tha aewarnaaat** 


i ei* f ioa*v9t-a eoafiiata of iatoraat. 
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tMt 4 

Itareb i, Uf4 


A OMfliet •< IntarMt asy Mi«C m 

maalmfm* hM • ■uto««aiitlal «r fvtvata Istarast ia a 
Mttar which iawalvaa hia dutiaa and raapoaaibtlltiaa m 
ui aaployaat Tba aalntaiuuiea ot yuhlle eonridaaea la 
fiawarmaat alaarly daaaada that aa aaployaa taka na 
aetioB i^ab voaia ooaatltata tha aaa oC his offielal 
pasitiaa ta advanea bla psrsoaal or prlvata lataraat. zt 
la anially iapertaat that aaeh aaployaa atolS b a cioatn t 
InvalvaA la altuatloas ahloh praaaat tha paaalblllty. w 
avaa tha appaaraaea, that bla aCflelal posltim Bl«ht ha 
aaad to hla prlvata advaataaa.* 


j^^oi^j^ioo.» 3 a-ai aaoarai 


ooadHak paojudielal ta taa 


•ha aaployaa ahall not ama«a la erlalaal, layaaotoi 
dlabeiMSt, moral, or natarlaualy diaaraoatul eenduot, 
or otbar oondoot prajtdloiai to tha eavaraaaat.* 


Vith rooaxd ta tha aoooiMI at tha aheva eitatlooa, it would appoar 
oalZ-opparont that •poroonal cr privat^ntaraot* iwuid appiy ^ 
loooaa ot ladlvidHal job aaoorlty or proaatloa. Za addition, with 
raaaxd to tha third, tha adjaatlva "dlaboaast" would proaowhly 
aaaly to tha laauaaoa ot stataaanta ot eaat that prawa uatzva. 
Mwa. Z briar to your attoatlon. Nr. ansabaua'a Fabruary lO, l»t 4 
lattar to Rapa. Xd«bttoot, HOlf , and Zatoak. X would also m that 
tha poaalhlllty bo probad that tha aaatiag alfbt hava bad tbo 
Ottootot bolag "prajwolal* ta tha pavamaont's oasa la attaints 
to raeavar taxpayor laaaoa ralatad to tha fallura ot Nadlooa 
Ouaranty. 

X would aaaeltleally raquaat that tha Odflca ot Sovarannt tthioa 
and tbo Chlof Ithloa odfioor ec tha Bblta Honaa, whlob X undaratand 
to bo Nr. Nusaoaun or bla dasltaaa, focnlly 

with a roaponao as ta whothar tha saatlap hatwaaa tha mn Nhlta 
neuaa oftlmia and Nr. Altnn vleUtad any putdallnao ot 
aawarnaont othloa, roaulatlona, or law. Xa partlisular , thorn ^ an 
Splint anaaraaea that publlo oXClelals doalt with tha prlvata 
aottara ot tha Praoldant. zn this rapard, X would boraby rapum 

a list of any Indlvldnals who portlalpatad or ottandad at aay pam 

lA tha 111 armoa lima and froa oaoh any natos or rooordlim of tha 
■aatinp or uaatlnpa at tha Nhlta Nausa or al a aw h a r o on this aattor. 

Ploaaa provlda a full raoponoo ta tha laauas ralaod la this lattar 
rauanllnii tha Nhlta Nouaa aa wall aa Mr. Altaaa ay Honday, Nam 
thank you for your tm and oaaaidaratlaa of this 

slnqasaiy. 


Mr. Nopor hltaan 
Xateffia CSO 

lasolutlon Pruat eorpo r attan 





Fd>ruary 1, 1994 


RJC 


RisoLunoM rtfusr coRPOHArtON 

mrnMmTImCtm 
lanoriiitlltr 


MEMORANDUM 


To: 


From: 

Re: 

Senator D* Amato made it very dear this morning during his remarks at the Senate 
Banking Committee and this afternoon on the Senate floor that he questions whether or not the 
RTC has applied sufficient efforts to the dvil litigation aspects of Madison. We most certainly 
will have to justify any of our actions and decision making process on this matter. In thinking 
briefly about this matter, the following questions come to mind. I recommend that we be 
prqnred to answer these questions at the semi-annual appearance of die Oversight Board. This 
list will sivdy grow. 

• What investigations were undertaken to satisfy the RTC*s statutory 
responsibility with reqiect to possible dvil litigation resulting from 
the Mure of Madison? 

• Who was involved in overseeing diese investigations and devdoping 
die agency’s position on dus matter? 

/ 

• How many savings insdtudons under die contrd of the RTC have 
extended statutes of limitation that expire by February 28? By 
July 1? 

• What is bdog done to review these institutions to ascertain whether 
or not there are any viable claims that can be pursued by die 
agency? 

• How many other institutions may be the focus of litigation as a 
result of this extension of die statute? 


u/ackRyan 
Ellen Kulka 

Peter E. Knight 

Madison and the Statute of Limitations Extender 
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\ absolution trust corporation 

RiioMatTktCiMt 

Rwtortaf Hm CMlMtMt 


February 1, 1994 


The Honorable Alfonee M. D'Amato 
Ranking Minority Member 
Committee on Banking, Finance 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Senator D'Amato: 

On January 11 and January 25, 1994 you wrote to me concerning the 
statute of limitations relating to Madison Guaranty Savings and Loan 
of McCrory, Arkansas ( "Madison** ) • l want to assiire you that the 
Resolution Trust Corporation is conducting a thorough review of the 
potential civil claims it possesses as a result of the failure of 
Madison. The RTC is, of course, mindful of the impending February 
28 anniversary date of the federal takeover of Madison. 

If such claims do exist, the RTC will vigorously pursue all 
appropriate remedies using standard procedures in such cases, which 
could include seeking agreements to toll the statute of limitations. 
As you noted, the barriers presented by the expiration of the 
statute of limitations in many cases have been ameliorated by the 
extension of the Financial Institutions Reform, Recovery and 
Enforcement Act of 1989 (FIRREA) statutes in the RTC Completion Act 
(Act) • The Act has afforded the RTC an opportunity to investigate 
further any civil claims which may be asserted against individuals n 
or entities associated with Madison Guaranty for fraud, intentional 
misconduct resulting in unjust enrichment, or intentional misconduct 
resulting in substantial loss to the institution. As you know , the 
RTC's jurisdiction is solely as to civil claims. Any potential 
criminal matters are within the jurisdiction of the Justice 
Department. 


sot t/m$kmmt.N,W.yVkaNnalon.D.C.2043S 


Sincerely, 



Roger C. Altman 
Interim CEO 


/Z2.3J 
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RJC 


^tSOlUnON TRUST CORPORATION 


CLIP SHEET 


Mr. J. Ryan 
Deputy CEO 
Rm.l001 


Friday Aorii ! . !994 


Selected News Articles 


Office or Corporate Communications 


The Washington Post 

Senators Complained .4bout RTC 

Two From Arkansas Sought Review in Madison S&L Affair 


Br Susan Sdmudt 


oonpliiBBd to top ClintoQ 4 
tiatiaa offidab last year ainat the 
govenunent's handling of legal 
dans aipinst Seth Ward, a for- 
mer Madisaa Guarantv Savings Ik 
Loan e m p to y ec and fatherHn*iaw 
of fonner associate attorney gen- 
enl Webster L.HitbbelL 
Sen. Dale Bumpers (D). who 
once called Ward a “good support- 
er." sent a May 26. 1993. letter 
nbont Ward's treatment bv the 
Rcsohmon Trust Corp. to White 
House counsel Bernard Nussbaum 
and Deputy Treasury Secreury 
Roger C. Altman, a poli ti c^ ap- 
pounce serving as intenm chief of 
the RTC. Bunkers also sent cot^ 
iea of the letter to three Arkan- 
sans working in the White 
House — chief of staff Thomas F. 
“Mack" McLarcy and William Ken- 
nedy m and the late Vtneent Fos- 
ter of the counsel's office. 

Sen. David Pryor tD) lodged his 
complaint with Altman and top 
Treasury aide Joshua Steiner in 
July about the “appalling" waste of 
m oney and "abuse of power" hy 
g ov e r nmen t attorneys ui their at- 


to his attorney. .Alston Jenmngs. 
who declined to comment on the 

. nwgr»«io«al <wTg8 pnnden c e . 

McLarty said yesterday he did 
not remember receiving the letter 
but was "oonfidenc we didn't take any 
action on It* 

A White House official said Nuss- 
baun wrote to Bumpers m July ac- 
knowledging receipt of the letter but 
took no tether action. 

The letters from Bumpers and 
Pryor, which men tio n ed Ward as part 
of a broader attack on RTC litigation 
pepo e du i es. are the first indications 
niembers of Congress contacted polit- 
ical appomtees on behalf of a promi- 
nem constttuem who has come unite 
federal scrutiny in the Madison affior. 

. Altman has been under political fire 
ind subpoenaed by a grand jury about 
contacts he had with White House of- 
fidffs on matters related to Madboo 
while servi^ as head of the indepen- 
Hent regulatory agency. Steiner testi- 
fied beteeh grand jury m Washington 
vesterday and was expected to be 
' .isked about a complaint inade by Clin- 
ton adviser George Stephanopoulos 
.ibout the RTCs hiiing of former Re- 
publican icderai prosecutor Jay B. Ste- 
phens to handle some Madison enrd 
cases. 

in Congress. Republicans have 
seised on conucu between White 


from Ward, a wealthy iXrkansas 
businessman. Like Bumpers. 
Pryor asked Attman to revmw the 
RTCs settlenent with Ward, 
which required him to return 
$340,000 in Madiaon funds to the 
RTC 

It does not appear the letters 
from Bumpers and Pryor, made 
.ivailable bv the RTC under the 
Freedom of Infomuuon Act. result- 
i-d in amr change m the RTCsircat- 
neni of Ward. Ward referreci calls 


•It political loterteence m the Madi- 
!>oo probe. 

^Out RTC investigator who worked 


oo the case has gone to Congress to 
coraptain she felt pressured by her su- 
periors. 

Prestent Clinton. Hillaiy Rodham 
Cfinton and the CUnton gubernatorial 
cangwgn have been ated as possible 
benefici sr ie s of aOeged illegal acovi- 
ties at Madnon. whicb was owned m 


f he imd-1980s by Janies B. McOougal 


Coobnuedon t-joc 
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the ClintoBs' panaer tn the White- 
water land venture. 

Hofward Schloss. a spokesman for 
Altman and Steiner, said neither had 
had any contact with White House of- 
ficials regarding the letters and that 
the letters had been handled routine- 
ly. A letter from Altman to Pryor dat- 
ed Ang. 20. 1993. sutes he had asked 
the RTCs acting general to 

find out about the Ward matter. 

Another correspondence, dat^ 
Nov. 9. is a letter from RTC c on greih 
sionai affairs director Peter K^ght 
sent to Pryor and Bumpers. Knight’s 
letter said Ward’s asaertnos of mis- 
treatment were “erroneoiis” and that 
he *>attidpated in a series of tranaac- 
tions involving Madisoo and (its real 
esute aubaidiaiyj which enabled those 
entities to circumvent federal laws 
■uidregulatioos. . . (and) led to the m- 
solvency and failure of Madison Guar- 
anty in 1989.” 

Madison transactions involving 
Ward are under mvestigation by spe- 
cial counsel Robert B. Fiske Jr. 
Ward’s son-in-law. Hubbell. was a se- 
niar partner in the Rose Law Firm 
with Foster. Kennedy and Hillary 
Clintao before the four came to Wash- 
uigton. 

Hubbell recently resigned from the 
Justice Dep artm e nt m the wake of re- 
ports he was under scretiny by the 
firm for possibly overbiOing clients.^ 

The Rose firm also has complained 
Hubbell charged nearly $500,000 in 
consulting fees and len^ expenses to 
the firm that should hare been paid by 
a company owned by the Ward family. 
P.O.M. Inc., a mafor Rose ciienL 

Pryor and Bumpers said the letters 
sent last year were their only contacts 
with Clinton administratian offiriab on 
the Ward case. 

Pryor said he did not know Ward. 
His letter, he said, was sunply repre- 
senting a constituent interest and 
venting his belief RTC lawyers go 
overboard in pursuing S&L offiriab, 

Bumpers's letter to Altman and 
White House offidah also complained 
the RTC has been too aggreasire in 
Its pursuit of damages from directors 
and officers of failed S&Ls. and he 
urged a review of RTC pohdes on 
lawsuits. 

Bumpers said he directed hb letter 
to White House oCfidab because of 


-r> 


the larger policy issue, not the Ward 
case m particular. "I waso t trying to 
get the White House involved in it.” 
said Bumpers. 

As an independent agency, tne 
RTC makes decisions on lawsuits 
baaed on standards set out in the 1989 
federal law that created the agency. 

Altman last May told Congress the 

atimii i i o r f tjnii did DOC shsTe 

the prevailing Democratic sentiment 
favocmg extensKM of the legal dead- 
line m S&L cases. Congress extended 
the deadline anyway, and voted to ex- 
tend it a second time in February 
when it appeared the deadline was 
about to lapse for cases involving 
Madtaon. 

During Hubbell’s confirmation 
heating as associate attorney general 
last year. Bumpers described Ward as 
‘‘.1 g^ supporter." Ward, who ba pi- 
lot. ‘^ised to fly me around on my cam- 
paigns," Bumpers told the Senate Judi- 
ciary Commit. 

lina week Bumpers said he had not 
seen Ward "in 10 or IS years. ... As 
far as i know, he’s a Republican." 

Ward was hired by Msdbon’s real 
estate subsidiary in 1985 to h^ find 
big real estate deab for the thrift. In a 
side deal never approved by Madi- 
soa’s board. McDoii^l agreed to pay 
Ward $400,000 in comnusaaons from 
land sales federal bank examinen bt- 
er described as "sham” transactiafis 
that showered insiders with fees and 
commissions and -cost the S&L $1.8 
million. 

Ward complained to hb senators 
last May when, after years of legal 
wrangling, he was forced to return 
funds to the RTC. 

Ward’s legal problems with the 
RTC also became an issue with Hub- 
bell. who helped the Rose finn secure 
S&L work from the RTC and Federal 
Deposit Insurance Cocp. Agency doc- 
uments show some offidab were con- 
cerned about Hubbell’s work for the 
gorernroent while it was pursuing liti- 
gatba agautst hb father-in-hw. 

But orficiab cuncluded the famil 
rebponship did not constitute a cr 
flict of interest that would disqu* 
Hubbell from securing the go- 
mem work. 
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TJliie House 
Juis lime 
()ut of 
Its Pictures 


By Howard Kurtz 


The White House is pientv 
.teamed about this week’s Time 
i;over photo of a gnm-faced Presi- 
dent Clinton and George Stephano- 
pouios. saving it was a hve-month- 
okl White House picture that the 
magazine agreed to return back m 
Januarv. 

“I was tfate." says Bob McNeeiy. 
director oi the White House photo 
.-tfice. So irate, in fact, that the 
White House nas cut orf the maca* 
one s access to such otfioal photos. 

Time Picture Editor Micfaeie Ste- 
phenson strongly disputes the White 
House account. "We have always 
kept the pictures in our files lor fu- 
ture use." she says. "We’ve done it 
with Reagan, we've done it with 
Bush. There s no requirement once 
we decide to pubbsh one ol those 
pictures that we have to get rcap- 
proval." 

The cover says "Deep Water How 
the Preside n t's Men Tried to Hinder 
the Whitewater Invesogatton." But the 
•-apoon viside fails to note that the pic- 
'lire R of a routine scheduling meeong 
■n Nov. weeKS before Whitewater 
lad become a manr issue. 

To put the photo on the cover, out 
of context, and not note m the capoon 
when It was taken, b outrageous,' savs 
White House press ivcretarv Dee Uee 
Mvers, who was cropped out ot the pic- 
ture. She complaned in a letter to Man- 
igng Editor Jim Gasies that Tone "dd 
aoc have our permisaon' to use a pic- 
ture that 'will likely mislead vour read- 
ifS." 

Time spokesman Robert Pondn a o 
uvs there was no ntent to deoente. "In 
retrospect it might have been a good 
Idea to date that photo.' he savs. 
That's a fair cntiasm. ' But. he savs. "I 
•lon't thmk the readers oi Tune expea 
'he cover photo b gang to be a repre- 
emaoon of that cvem.' 

NtcNeelv says the White House 
loaned Time about two dozen pictures 
in Januarv tor a photo .spread on CKn- 
tiXi's 6rst vi*ar. it turned out. Time 
tidn’t iBe the piauns ana shut its own 
uaeaa. 


riie ‘Vasninaion Post 
Ap^ii 1 . 1994 



Top, the TImo magazine cover that 
trkod the White House, and below, 
the engtnal photo showing Oee Oee 
Myers and George Stepnanopouios 
with President Clbiton. 


The borrowed photos ‘are not tor 
ietime use." McNeelv savs. Thev are 
TOVKled at taxpayers expense tor a 
peanc storv. Thev know that." 

McNeelv s assistant. Brad Smith, 
-ivs he told Time photo researcher Jay 
l okon the piaurcs hid to he returned. 
'^Vhen thev weren t. Smith savs. he left 
Colton a vmce-inail message asking tor 
?heir return. 

Tone suders s.iv thev hgured the 
White House would iierer ;iiiow ihe 
ixioio to be used with a cnocal White- 
water siotv. "I knew thev wouldn't be 
rhniled with this." Stephenson savs. 
Stephenson says she b sorry tor anv 

rnamderstanding but b hangsig on to 
the photos. •’We fuUv oitend to keep 
them and use them." she savs. 

Fooonce: White House ocfici als arc 
.ilso find at Newsweek for its errone- 
ous report, smoe retracted, that HiDarv 
Clotfan put up no monev lor the com- 
modities trading that netted her 
>99.000. A Newsweek rcqi« for an 
•iicerview with the First Couple was 
rommlv moed. "I ouidn t believe 
hey aid the auaaatv to .tsk.' *»ne om- 
lalsavs. 


Vallowing in Scanaai 

Vhitewaier mav be aii over tre iir- 
nves these oivs. cut it s 'till no vv.v 
reate. n*.e v.tnter !'t .vlc-dia .ui>] 
biic /vuairs savs uie inree ik-iwotk 
;*nmg newscasts oevoteo i:ir n:ore 
.me to me Watergate scanaai wnen ii 
jst oeean to taxe oa. 

•V'atergaie. ui course, oegan wim an 
ctuai crune — me sixaiied “third-raie 
urgiarv at Democratic heaoquar- 
ers — while Whitewater remains a tan- 
gle oi ailegations aoout the Qntons 
vrkansas deaimgs a oecaoe ago. 

During the first three weexs oi 
March, the center found. .-XfiC. CBS 
ind NBC aired 86 Whitewater-reiated 
>tones. an average of 4.3 each night. 
In April and Mav 1973. as the Water- 
coverup was being linked to the 
Nixon White House, the netwoncs av- 
''raged 13.4 stones a night. That 
topped the 12.9 stones a night on the 
Irafhoomra scandal n late 1986. 

Whitewater b "not reailv compara- 
ble to the Watergate and iran-enntra 
feeding frenzies.' says Robert Lichter. 
the center s chreaor. But there fus 
been such tremendous growth m caole 
-rations and other media outlets since 
•he '70s •nhat it teels like another W.v 
ergate.' 

Okay enough, given the damaging 
nature of the story, the newscasts 
.ured roughly the same number of posi- 
Mve and negative comments about 
Clinton and hts aides. This, savs Lich- 
ter. rejects the faa that admoasoatm 
< >i&3ais have been out m force defcnd- 
•ng the presgtent compared wsh a 
lundhil of Republicans on the awark 
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Clinton Echoes a Familiar Lament: Good Help 
Is Hard to Find — Esueciallr Amons Friends 


• * -.M .vi. . ::y.\ 


■■■ ' •• " " *1 I. ■> iMtt r j. («N \i. 

‘. ASMINtirUN ’Iv ti.Hi. :r.is la . 
iluva I n. !;i' presmeni marea to i 
:enoiv iniirnaiiat. : ^lave no trouoie wim 
IV fiiemies. out niv uamn inenas .• 
:iev ro ine ones mat Keep me walking me 
. )or at niirni. 


rite presiaent was Kepublican Warren 
>. Mardmt!. enmesnep in wnat came to be 


•nown as me fea- 
oi L'ome •itre- 
.Tves canaal 
■ariv :n I'.'iiJ. Uut 
he sentiments are 
ts up-tu-uaie as tnc 
Whitewater i»evei- 
•pmeni t ' • jver 
md Mver iitain. 
presidents eei into 
: rouble because of 
the actions ot their 
• losest associates 
vithin (he irovern- 
"lent, nut from evil 
■rces outside. 



fitll Clinton 


: happeneu to poor Haraine: ne died in 
•.fice. uroken ov the stanaalous behavior 
•I associates he trusted. N’lxon was oe- 
trayeu by his own people in Waterpaie. 
uys James Pfiffner. a political scientist at 
‘ :eoree .Mason University and a specialist 
n White House staffing, fleagan was 
betrayed by his own gung-ho zealots in 
Iran-Contra. ■ 

.Now old-timers who have served in 
••.iriier White Houses .md academicians 
•vho stiiuv the presidency worry that once 
again a chief executive is being poorlv 
•erved bv his own people. It's the same 
•Id thing in Whitewater. ' -lays .Mr. 
Pfiffner. 

.And the staff problem this lime seems 
worse than a lot of those that gave .Mr. 
linton s predecessors headaches. 

What we re seeing here is not just a 
oad White House staff." >ays Horace 
Husby. a special assistant to. and speech 
writer for. Lyndon Johnson. I suspect this 
wouldn l even qualify as a good staff in 
Little Rock. ■ 


'Evidence Every Day’ 

Vou can see evidence every dav in this 
White House of the problems poor staffing 
leads to. ■ -.ays Fred (Jreenstein. a presi- 
•lential historian at Princeton University. 
This IS a very loosely organized presi- 
dency. to sav the least. ’ 

Of course, u s almost always at least 
;»anlv the president s fault. He's the one. 
.Iter all. who gave ihese i>eupie their jobs 
II the iirst place. 

Mr. i.'iinton nas accepted the resigna- 
:on oi his White House counsel. Bernard 
Niissbaum. .md watched as a trusted 
•riend. Webster Hubbell. the So. ;i office- 
‘lolderat the Justice Department, returned 
o Arkansas to contest allegations that he 
veroilled clients at his - .md Hillary Kod- 
imLlinton s — •ul law iirm in Little Rock, 
k. .\:ui now .inotner White House law- 
■r. William hcniicav 111. i:> m inmule. Ih- 
. IS siriopiHi me Miner nav m most oi his 
■ Mties iii'cause m| suggestions no had con- 
• lied tniormaiion .looui paying .vicial 
•furiiv I axes lor a nannv in 1991. 

. inceni |M•sler. another partner in the 
:<»se i..;w Firm in Little Rock, serving in 
lie White H'utse .is uepuiy counsel, coin- 
iiiied .Miicme. 


. mCciji 'aisei. ;. oeri i- >m.-. ...j 

gun .111 aiauirv nut oniv inoui tnc t.m 
-lea iinanciai aiiairs >'t .Mr. U.nion .mo 
he iirst ladv out aooui me roie or me 
.rsi couples White House associates in 
Tving to guara them inim possible oam- 
•ge. In a numoiing e.xercise. lovai White 
House staffers have oeen called, one alter 
.nother. to tesufy before a grano mry. 
Delicate Matter 

There is nothing more delicate in anv 
modem presidency than the staffing or the 
White House and the establishing of a 
■ ham of command to bring matters oi 
mportance to that desk in the Oval 
- iffice wnere the buck, indeed, does finally 
'top. incredibly, during the transition. Bill 

• 'linton. a rank outsider with no Washing- 
ton expenence. gave little thought to 
►•uher. 

The transition team doggedly re- 
searched the problems facing the cabinet 
departments and all the federal agenaes. 
from Action to the Voice of America. But it 
neglected the White House itself. 

Mr. Clinton, in an interview in the Los 
Angeles Times last summer, acknowl- 
edged that he probably made a mistake in 
putting all of his expenenced people in the 
cabinet. The result, he said, was that "the 
White House staff substantively had very 
iittle Washington expenence. . . 

What's happening now is partly a result 
if that miscalculation. 

The White House staff is the key to 
••very presidency. ' .says former Sen. How- 
ird Baker, wno served as President Rea- 
gan's chief of staff in 1987 .md 1988. 

following the Iran-Contra scandal. V-iu 
< an t get anywhere without a strong staff 
made up of quality people. 

It didn't help that the supercharged 

• 'lintonians. many ui them aggressively 
self-confident, went oui of their wav to 
make sure that no one wno naa worked lor 
■limmy Caner got a niaiur job at me White 
House. 

.And so the kids, me young people 
who worked in the campaign, and the uid 
paUi from Arkansas came flooding into the 
White House .mu the E.xecuiive nfflce 
Building. ;ii much the same w;iy as 
the "Beaver Patrol Nhoweo up to work fur 
Richard .Nixon. .Mr. Clinton capped this 
igeof innocence ov choosing as his chief of 
Niaif Thomas Mack .McLariy. whosi 
previous political experience w.is liimiea 
to a single term in the lower riouse oi the 
Arkansas Legislature. 

I don i think. " says .Mr. Creensiein. 
that Bill Clinton nas ever understood 
what staffs are for. 

'Brilliant Stroke’ 

To make up for his lapses. .Mr. Clinton 
finally fell the need to hire a much-traveled 
Republican. David Gergen. to iry to bnng 
Mime coherence to the White fiouse mes- 
-age. ;ind a grizzled Democratic legend. 
!.vnn I'litler. i'» add crcaibiliiy im me 
•iinseis office. 

Milt 111* n.is m'ver 'icnoiisiv •ll•.llc wun 
‘le question m lines .iiiinoniv. « Tgani 
luon rcailv does maiter :n 'he m*Kiern 
’'residence, md nothing ni.iiiers more 
man picking a sman. shrewd, tough miei 
•f staff. .Many I'xperts attnbiite l*n*siuem 
Reagan s **anv sm eess t*» his ilecision u* 
•lire James Baker, 'meone lu’ oareiv 
knew. IS nis chief -i siaif. !t was .i 


■: iiu I- .;;er i : /-k; -• 

1 ••lU ir-j.ao. . naia K.imsieio. .-. n - 
;;ei ..I Stan. ,.r.a he was .'.-il.mea ■ 
.;chara Chenev. !>v the ena oi his time m 
nice, .ivs .Mr. Greenstein. rd ’.v 
"'inning a yreitv cooa White House, r"-.-.* 
'.ame son oi thing naopenea wim .Imimv 
• 'arter. When Jack Watson setiicd m .is 
hief of staff, succeeoing Hamilton Joraan. 
things began to move :i intie i-ore 
>moothly. 

But. getting the right kind of chief oi 
staff is a ticklish business, in moaern 
presidential historx*. four chiefs m siaif 
have been forced to resign in vaning 
fegrees of disgrace - Sherman Adams ror 
President Eisenhower: H.R. Haldeman tor 
President Ni.xon: Don Regan, successor to 
iim Baker. :or President Reagan: ma 
•John Sununu for President Bush. 

With the exception of .Mr. Adams - he 
was forced to resign because he accepted a 
vicuna coal — the problem seems to have 
been that they became too domineering 
After all. .Mr. Haldeman. with his sidekick. 
John Ehrlichman. earned the nickname 
•he Berlin Wall. ' Mr. Clinton noesn t 
I have this kind of problem. 

I Line or Authority 

j There's nothing to indicate that .Mr. 

(Jtinton gave much thought to picking his 
^ chief of staff, even though the appointment 
• would mean so much to his presidency. 
Washington is filled with veterans of this 
line of work. They stan with 79-vear-oid 
<}en. Andrew Goodoasier. He served Ike as 
I a staff secretary, and he can recall with 
I vxiraordinary clanty just how that highly 
•*fflcient White House worked. I wouldn t 
know how to run the White House without .i 
strict line of authority." he savs. 

By all accounts, the trouble with .Mr. 
McLarty is that he isn't <lomineering 
••nougn. 'He's not really a chief (*f staff .u 
:ll.” - ivs .Mr. tireenstein. !!e u.>esn i 
"ive that kind oi oower. in mis Wliitc 
House, there are no ciear lines or .mthor 

■IV." 

He seems to be a nice, gracious guv. 

' ivs .Mr. Pfiffner. But. being Bill Clin 
mn s chief of staff must h.- in jwmiiv 

'••ugh job. He's got three jiower centers lo 
•leal with - ( ’Union. .Mrs. Clinton and V:< c 
President A1 (iore. It's a tough Whiii 
House to impose oraer on. ^ 
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Analysis Done for Clinton ’92 Campaign 
Questioned Whitewater Tax Deductions 


iiy VlVETA N>'V\K 

a»r Hcoortenn fur WAM-afnrET Jot bnai. 

■VASHINGTON - \ draft analysis ot 
Whitewaters finances prepared for the 
Ointon presidential campaiini siunfcsted 
that Bill and Hillary Rodham Glintoii 
may have taken improper tax deducuons 
:n 1979 and 1980. 

-A report released by the campaign in 
March 1992 showed little more than that 
the Clintons lost about S68.900 on Whi- 
tewater Development Co. and that they 
had understated their tax liability for 1984 
and 1985 by a total of SS.133. The Gintons 
filed amended returns for those years ana 
paid the back taxes with interest. 

But the draft report, which was never 
made public, raised the possibility that the 
Gintons owed additional taxes for two 
earlier years. The report was prepared for 
the Ginton campaiipi by the Denver ac- 
counting firm Patten. McCarthy 4c Associ- 
ates Inc. at the request of James Lyons, an 
attorney and friend of the Gintons. 

Loan Payment in 1980 

In 1980. the accountants wrote in the 
draft, the Gintons took a deducuon of 
S9.000 for a payment on the onmnal Whi- 
tewater loan trom Citizens Bank & TnisL , 
Flippin. Ark. "We question whether the ‘ 
amount claimed was. in fact, pnncipal and 
not interest." the draft said. If the pay- 
ment was on pnnapal. the Clintons im- 
properly reduced their taxes by S4.816. the 
draft said. 

"We do not have the records to finally 
resolve that question" of whether it was 
pnncipal or interest beins paid down, said 
David Kendall, the Gintons lawyer, in an 
interview yesterday. The Clintons "be- 
lieved It was an interest payment, they 
paid It as such, and we have nothing to 
impugn that." 

.Mr. Lyons said in an interview yester- 
day that "you have to remember overall. 

we didn't have all the records We did 

the best we could with what we had. 
Besides, he added. "Whether they put in 
nine grand in pnncipal or nine grand in 
interest didn't really make any difference ' 
for the purpose of the repon - which was to 
determine whether the Clintons were at 
risk in the land deal, whether they were 
involved in its day-toHlay operation, and 
what happened to whatever money they 
put into the land venture. 

The draft report further complicates 
the White House's efforts to put to rest 
i|uestions about the first couple s tax liabil- 
ity. Previously, independent tax account- 
ants have challenged other aspects of the 
Gintons interest deductions dunng the 
1980s. 

In the draft, accountants also wrote 
that in 1979 the Gintons took a 52.900 
deduction for what appeared to be a 
rontnbution uf capital, not an interest 
payment, resulting in a tax reduction of 
SI. 856. According to Mr. Lyons, the deduc- 
tion was actually for $2,100. which is 
reflected on the Clintons 1979 tax return, 
tnd he ana others working on the matter 
wpre able to establish that it w.-is nrooenv 
Mken lur interest paid. 

Worlied Through the Issues' 

"What you have is a draft documehi 
that was sent to me before we had com- 
pleted our analysis." Mr. Lyons said. "We 
worked through the issues to uur satisfac- 
tion. so we were able to conclude as we 
did. " 

Drafts of the Lyons report have noen 
ilirned over to Whitewater Special Counsel 
''obert Kiske. 


Ir. Clinton lasi week saiQ the amount 
:iie couDie lias mainiainea tnev lost on 
Whitewater. 568.900. should be lowerea by 
^22.200 because he misattnbuied a per- 
sonal' loan to Whitewater. He also said 

hewould pay any badt taxes that he might 

be found to owe with respect to Whi- 
tewater^ ^ ^ 

The draft of the Lyons report - which 
runs to more than 25 pages, compared 
with five in the final version - also contains 
far more information about Whitewater s 
finances, detailing payments made into 
ind out of Whitewater's account by vanous 
other real-estate ventures related to James 
.McDougal. the Clintons partner in Whi- 
tewater. The amounts going into Whi- 
tewater's often-overdrawn account were at 
time sizable. 

Transters Termed ‘Loans* 

In the draft Lyons report, the transfers 
are described as "loans. ' although it ap- 
pears that no interest was ever paid on the 
amounts. In mid-1991. Whitewater stUI 
owed the other companie about S80.000. 

The Clinums were aware of at least 
some of this activity. In 1978. the Gintons 
made a payment of S10.131 to one of the 
• ompanies. Great Southern Land Co., 
which the White House says had made a 
Whitewater loan payment 

The transfers from the other companies 
appear to be related to a check-kiting 
scheme that was alleged in a criminal 
referral by the Resolution Trust Corp. to j 
the Justice Department in September 1992. , 
In documents released last week by Rep. | 
fames Leach iR.. lowai. memos written by i 
senior RTC investigator Jean Lewis refer 
•o "a massive check kite " involving about I 
S1.5 million shuttled between entities con- i 
trolled by Mr. .McDougal and his business i 
partners, including Whitewater. 

The Gintons were reportedly men- I 
iioned in that referral, though not as i 
targets of the investigation. More than a i 
vear later, the Justice Department de- i 
i lined the case due to "insufficient infor i 
mation. I 

Separatelv. Rep. Leach expressed con- 
. em that an RTC reorganization initiative 
may cramp the independence of regional I 
•ffices that have pressed for Whitewater : 
investigations. 

Last Fnday. RTC General Counsel El- ' 
len Kulka issued a memorandum placing > 
regional investigators under the direction 
Ml the RTC legal division in Washington. 
The directive was issued the day alter Mr. 

Uach asserted that RTC headquarters had : 

ined to interfere with an investigation by i 
ihe agenev s office in Kansas City. Mo.. . 
regarding Whitewater and Madison Guar- i 
mty Savings & Loan. 

Ms. Kulka. RTC Deputy Chief Execu- ; 
live John Ryan and others cited in memos i 
released last week by Mr. Leach have i 
denied anv effort to interfere with the i 
Kansas City investigations. Ms. Kulka i 
I ouldn't be reached for comment yester- 
ilav. 

-Kenneth //. »icon ammbuteti tn this 


rricif. 


G.AME: i.linton aides blame 
Deputy Treasury « hief Altman for White- 
water-probe leaks about Stephanopomos s 
. alls to Treasury. One oificial who has been 
subpoenaed snipes ihat Altman is mui lo 
protect himself bv pointing fingers at others. 
Altman vigorously insists he isn t the source 
. .t leaks and vows to siav on. 
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Treasury Aide 
Denies Pressure 
To intervene 
In S.& L. Case 


By STEPHEN LABATON 

ll«cNr» *or» limr» 

VASHINGTON. Marcn .<l - A scn- 
:ur Trcasurv oificial loid a Federal 
^rand lurv here todav that he did nut 
!)ciieve ne was beins pressured bv ihe 
Vhite House lo intervene in an inves- 

• isaiion 01 the savmes ana loan at tnc 
Mean oi the Whitewater case, people 
involved in the inquiry snid toduv. 

Last week the White House ac- 
knowledged that George Siephano- 
pouios. a senior adviser to President 
Clinton, called the Treasurv oificial. 
Joshua Steiner, on Feb. iS ana angrtlv 
complained about ihe decision oi a 
regulatory agency to hire a former 
Republican prosroutor. Jav B. Sic- 
ph^. to investigate the collapse ui 
the Madison Ouarantv Savings and 
Loan Association. 

Mr. siepnanuDouios s contact with 
he Treasurv is now unucr invesiiua- 
ion by Koben B Fi?>ke Jr. the spo- 

• lal prosecutor in the Whitewater 
ase. ana bv the White House. 

But todav Mr. Steiner, chief of siaif 
'I Treasury Secretary Llovd Bentsen 
ind a close friend of Mr. stcphanii- 
pouios . I old the grand lurv that ho 
■jid not tnink the White House .iide 
iiad pressured him. people involved in 
'he case said. 

Two Hours oi Tcsiimonv 
Mr. .Meohanopmiius has said that 
’lie wii.s mcrciv blowing nif strum m 
Ihe conversation with Mr. Steiner, 
other I linton .Administration offi- 
cials and lawyers have said that Mr. 
Stephunopouios a.sked Mr. Siemcr ii 
•he hiring was final * or wnethcr .Mr. 
Sieohens < ould be reolaccd. .No cvi- 
Icnce nas been toiina to muicate that 
Mr. .M<*iner or :inv oiner iieasurv 
•iftrials inoK steps to have .Mr. Ste- 
phens removed. 

K merging irom a two-hour session 
liefore the grand lurv m Washington 
1 this afternoon. Mr. Steiner declined to 
I disclose MIS testimonv. -.vnich was 
‘ held in private. He has already pro- 
vided F*‘'lcrai investigators witn .i 
diary that contains detailed accounts 
>f his conversations with the White 
House and other oiticiaLs .iiMiut me 
investigation oi .Madison bv ihc Kesn- 
Iiition Trust Corporation. 

The corporation, a l-isleral icuuia- 
forv .igencv created in l‘JK 9 . in re- 
'ponsibie lor the savings and loan 
Mailout. Last month it retained .Mr 
vtephens. a former United States Ai- 
iomev in Washington. .Madison was 
run and owned bv James B. .McDou- 
aal. a busines.s partner oi the Clintons 
in the Whitewater Development Com- 
pany. an Ozarks real estate venture. 
The Resolution Tiust t'orporation 
ind Mr. Fiske .ire mvestigating 
•vhether me -a vines issociatiun 
nadc anv improper loans lo onher 
Vhitewater **r Mr • Luton .s i 
iinnaiun lor r<' •‘ii'ciion a.N « •• Aornor 
I Arkansas. 

Mr. .Mephens has lieen , ihioIicIv 
• ritical ol the Administration, partic- 
•ilarlv since ihe Justice Department 
.ist year reiecied his request to re- 
itain .IS United .states .\itomev to 
include iin itivesiigaiiun oi Repre- 
•*maiivc i>an Kusicnkow.sKi. iho t.hi- 
■ICO Democrat who heads the House 

• ivs .Old .Means t ommiiiee 
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Collision of Two Views 
Raises Serious Question 
on Whitewater Affair 

■ Inquiry: RTC civil servants and White House aides saw their aaions 
surrounding the hiring of partisan lawyer Jay B. Stephens as normal. 


By JAMES RISEN 
and RONALD J.OSrROW 

TIMIS STAFT WIITIU 

W ASHINGTON- At the ume. career 
civil servanu at the Reeolution Trust 
Cocp- wanted most to avoid being second* 
guessed m their probe of a failed Arkansas 
thrift with links to President Clinton and the 
Whitewater affkir. So it seemed natural to 
hire a former federal prosecutor, a Re- 
publican. who would never be accused of 
taking a dive for the White House. 

But what senior White House aides want- 
ed most was to protect Clinton from more of 
what they considered unfair attacks by 
bloodthirsty Republicans and oversealous 
journalists. So it ssemeo natural to react with 
anger when they learned that the mvestiga- 
tion would be headed by one of the most 
openly cnucal. partisan lawyers in the 
capital. 

F rom the collision of those two viewpoints 
has come one of the potenually most 
senous elements in the tangle of questions 
and accusations surrounding Bill and Hillary 
Clinton s Arkansas land deal. 

The reaction of two senior White House 
aides to the appointment of former (J.S. Atty. 
Jay R Stephens to handle the RTC invesu- 
gaiion of Madison Guaranty Savings 4 Loan 
IS now part of special counsel Robert B. 
Piske Jr.'s expanoine probe into the Clin- 
tons' real esute investment and related 
matters. 

Fiske now is trying to determine whether 
Clinton adviser George Stephanopoulos im- 
properly attempted to reverse Stephens' 
hiring by pressunng Treasury Department 
officials, who were temporarily overseeing 
the RTC. In theory, that could amount to 
obstrucuon of a federal agency proceed- 
ing— a felony under federal law. 

Whatever the legal outcome of this phase 
of Fiske s investigauon. Stephens appoint- 
ment and the Administrauon's reaction is a 
qumtessential tale of the way politics and 
Washington's career bureaucracy inter- 
act— a story of the defensive fears and 
anneues that sometimes do more to drive 
evenu than aggressive plans or tactics. 

RTC officials say they never anticipated 
that their decision to hire Stephens would 
homfy senior White House aides— and ulu- 
matelv add another layer of intrigue and 
controversy to the Whitewater affair. 

The reguUtory agency will not acknowl- 
edge publiciv that It has reopened its 
'one-closed probe of Madison, the defunct 
•avines and loan at the center of the 
Whitewater affair, or that Stephens has been 
retaineo to head the invesugation. But the 
sequence of events that led to the hinng. and 
the reasoning on which it was baaed, were 


revealed in interviews with agency sources 
who spoke on condition of anonymity. 

Under pressure from Congress to move 
quickly on the Whitewater-related investi- 
gation. the RTTs legal services committee 
rapidly approved a contract hiring Stephens 
and his San Franciaco-based law firm in 
early February. Cerum that the probe 
would be scruunned by Congress and the 
press. RTC officials were eager to hire a 
fornier prosecutor who could meet the “very 
rigorous standards required by this case. " 

one source close to the investigation said. 

RTC officials saw in Stephens an experi- 
enced and zealous prosecutor with strong 
credenuals in S4L cases: he was already 
handling another case for the RTC involving 
a failed thrift m Virginia. 

The White House, however, saw only a 
political enemy. 

Although It may have been news to some 
RTC officials, the enmity between Stephens 
and the Clinton White House was hardly a 
well-kept secret. To political Washington. 
Stephanopoulos' anger over Stephens hiring 
was understandable. 

Stephens had been fired last year by Attv. 
Gea Janet Reno-along with other Republi- 
can U.S. attorney holdovers from the George 
Bush Admuustration— just as he was trying 
to assemble a prosecution against House 
Ways and Means Committee Chairman Dan 
Rostenkowski (D-Ill.). a close Clinton ally. 
Stephens then made an abortive run for the 
Republican nomination for the Senate ’.n 
Virginia, and made surprisingly deuiled 
comments about the conunuing Rosten- 
kowski probe. 

Stephens suggested at the time that poli- 
tics played a role in easing him out. He wu 
only 30 days away, he saii from making 'a 
cnucal decision with regard to the resolu- 
tion " of the House post office mvesugauon. 
the prooe that invoives RostenkowsKi. 

The issue will be whether or not the 
ultimate decision in this case is somenow 
unnecessanly impacted by political consid- 
erations. ’ Stephens saw. 

S uch comments had prompted the Disuici 
of Columbia Bar Assn.'s board on profes- 
sional responsibility to look into disopiimnd 
Stephens. One source familiar with the 
matter said the inquiry has since been 
cloeed. But a reprcseniauve of the board 
declined to confirm or deny the action, 
saying all ethics matters are confidenuai 
they result in suspension or disbar- 
ment 

RTC officiaU insist that although thev 
iired Stephens ana his law firm humeoiv. 
' hev followeo proper procedures. 

With the sutute oi limiuuons on tne 
Madison case set to expire at the eno of 
February- and with congressional interest 
:n It growing— loo RTC officials moved to 
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Treasury Chief Of Staff Josnua Steiner ar- estifv Defore a grand iury nearing evi- 

nves at U.S. Distnct Coua on Thursaav to jence m the Whitewater investigation. 


reopen ihcir civil mvesUMiion The >^L 
had been seized bv regulators in IU89. at a 
cost to taxpayers of at least S47 million KTC 
officials sav inev were satisfied wiin iheir 
• iriginai investigation of ihe firm for eivn 
violations out were iinucr pressure nv >n- 
iiress in the hothouse enwronmem >i ”ic 
Whitewater iffair to n*ouen '.ne ease .ti a 
•-;me wnen Kiske was cunuucting ni.* rr:rr.i- 
nai inquirv 

T op rtTC officials toid staffer* i*i ru>n me 
case througn the svstem so inev wouid 
lie prepared to take legal action aim to mstifv 
before Omgress aoout the matter 
RTC attornevs gathered in me agenev s 
Kansas Citv office and scrambled to gather 
long-stored documents. .Seeding quick legal 
idvice from an outside rounsel aireauv 
familiar with such investigations, the agenev 
' urned to Stephens. 

Other attornevs .it his firm — i’*!l«burv. 
Madison S: Suiro— w«'re urcaov nanaung 
'.e KTC'.: .".ign-nronie • i.r .igair..;t .. i.oiod 
'd!cL :n Arizona witn n.'iKs to Keuuuiican 
lov. rife Svmington. '’.lonons. .\no -w.is 
'.ired bv the firm in Januarv. i>i-gan worn on 
he Virginia thnit case for me KTC .•imost 
rnmediateiv !’;!lsburv. .n oni-line i^aii 
r'rancisco firm, was aireauv >:i)ing arxiiit Si! 
nillion in annual billings wiin the KTC. 

iJefore oifenng me contract to IMlsburv. 
ITC officials knew mat Meonens womu in' 


' ne leau partner on the .Madison case. 

When news of Stephens hiring reached 
ne White House, the reaction was fierce ana 
mmeoiaie This was a wow. ran you 
eiievo • -at! ■■ ne .Administration official 
aid. .So on rVb. 23. sources sav. Stephan - 
uouios .iim Doputv White House Chief of 
''.aff H.iroid M Lkcs e.^pressed their con- 
-rns in a teieohone call to Depot v Treasurv 
"ecreiarv Roger .Altman, then acting neaa of 
•no RTC 

'lepnanopouios iicnies mat he raisea the 
-.sue wiih Altman out acknowledges mat he 
ailed his nose frena. Treasurv Chief of 
Staff loshua Steiner, later mat day ana 
iSKea w nether Stephens hiring could be 
reversea. .Altman ana Steiner rebuffed Step- 
hanoDouios. Treasurv officials sav 

A Treasurv <nokesman .stressed that nei- 
ther .Mr. .Altman nor .Mr. Steiner made 
inv .11 tempt to contact or influence the 
■'.TC" .oout .'5ioohens hiring, on Thursaav. 
••vii'T •• <'i!;cd It W.isnington if tore = 
•ranti ';rv *ii*jnng • . mence • .- .-ke s 
'Vhitew.iier investigation, une of a lozen 
'linion Administration oificiais .suuooenaea 
v K ‘ke. .''teiner declined to comment to 
••oortor>: .is ne fniore»j the courthouse 
• '.omcr Kept a iiarv mat included notes 
•loout v:- pnonc « .'nversation. .*na these 
:’otos n.ive now iwen (urnca over to Fiske. 
nirci's -.iv 
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T HETIMeSPOa 

Californians' Approval 
3f Cinion at High Point 


U CATTILEEN DECKER 

■WtS POLITICAL ««ITEI 

Jeapiie the swin of coniroversv 
>ver the Whitewater land deal and 
• oncems over nis health care plan. 
PresKient i.'ltnton now has the 
hiKhest aoprovai ratings in Califor- 
nia seen in anv Los Angeles Times 
poll .-iince his inauguration H 
months aeo. 

Kifty-eient percent of Califomi- 
jns said thev favor the way Clinton 
:s handlins his lob. a 7-point jump 
from October. And a nse in the 
positive imdorsemenis earned 
across the board: Among regis- 
lered voters. Clinton's populanty 
rose 10 points to 39%. Even 36% of 
Republicans said they approve of 
his handling of the presidency, up 
from 21 'T: in October. 

The increase comes as the Presi- 
■lent ana. bv extension, his Admin- 
.sirauon. arc enmeshed in debate 
.)ver me First Family's long-ago 
Arkansas land investments and an 
independent counsel's probe of the 
deals and related matters. The poll 
does show that regardless of the 
high ratings. Californians have not 
Ignored the months- long contro- 
versy. 

The survev indicates that Clin- 
tons raungs would probablv tx* 
higher without Whitewater, .since 
25% .sav they look less favoraolv 
on him because of it. Further, the 
public IS clearly confused about the 
issue ana it still has the potentul of 
turning people against the Presi- 
dent. 

About a quarter of Californians 
said thev neiieve the Clintons have 
nngaged in wrongdoing, another 
quarter say thev have not. and the 
remaining half say they don't know 

•'nouoh to form an opinion. Those 
who sav thev nave not come to a 
'onciusion anout Whitewater farm 
I oulwarK iM t'liiitun support. I'a- 
vonne him .Si> r - I'J'T-. 

We're i.iikine aoout sometning 
with the pos.sibilitv to unfold. " said 
lohn ilrennan. director of the 
Times Poll. 

Clintons lump in the raungs 
•jccurreo not only under the cloud 
■if concern over Whitewater but 
also amid a wcaaening of statewide 
support for his hcaith rare plan, 
the poll .Ahowea. 

Only 42% said they approve of 
the health care plan on which 
Clinton is pianmng to spend much 
of his political capital this year— 
ind that is down from 32% support 
ast October 

The percentage of people who 
•iisapprove of the Clinton pian has 
nsen. to J8% this month from 32% 
:n October. 

The rimes Poll surveyed 1.608 
adults between .March 26 and 29. 
Included were 1.211 registered 
voters. The overall sampling error 
:s 3 points in cither direcuon. 

I-ist txrtobers Times poll was 
'jken well before me e.xpiosion of 
publicitv .ibout the Whitewater 


THE TIMES 

POLL 

imenm. Brennan smd. it « 
ble to determine whether Ce- 
rent 58% approval rating » 
ton's high-water mark or wh^ 
it rcpceients a lesaenmg of prior. 
unpoUed support. 

have also shown Glntons 
popularity on the nse. 

C linton is clearly demonstrating 
•trength ui the nauons m^ 

iraporunt electoral state, 

Preskientapparenay has belted 

from his cloae 

nia. which he has vwud 10 timet . 
since his January. 1993. inaugura- 
tion. 

Clinton and other AdminisOT- 
tion officials have been particular- 
ly visible jince last * 

Northndge earthquake, ai^ 
level of attention 
viding conunued political beneiita. 
Brannansaid. 

A Tteiea poU of Los An^ 
Coimty residenu taken the we«- 
end after the quake showed Uui 
73% supported Clinton s ha ndling 
of the disaster. In the most newt 
poU. his overall job 
Angeles County was a healthy 
82%. 

Clinton is also likely to be bene- 
fiting from increased coofidenw 


showed that Califomuns are now 
more posiuve about me states 
economy and their own pocket- 
books than they have been m 
years. 

At the same time, i.'alifomians 
have shifted them views about 

which poliucal party ts best suiu^ 
to solve the state s proolcms. Al - 
though that juagmeni went bv a 
paper-thin margin to the Republi- 
cans in October-32% to 30% -= ne 
advantage now rests with Clinton s 
party. 37% io31%. 

Whatever ihcir oanicular rca- 
<ons. almost .ill voter groups ex- 
pressed more ;<uppori for Clinton .< 
handling of the presidency than 
they had prcviousiv. Une e.xcepiion 
was rural rr5ioenis. whose 36% - 
14% positive Hill aoprov.-il in Urio- 
her droppeo to a 4'l% -'••J'': noca- 
uve raune in .Marcn 

A fr.-mir » 'iv.ion • • re • • nsiiui- 
ciicics — .M’mocrai.s. . I'erai.-^. 
M'ncan American.-*. i:t»*Ofraics ami 
women — ois approval r.ii'.ncs were 
consisteniiv neiier. F. en mose noi 
Maiuraiiv mciiiicO to i<iok k:nolv on 
* 'Union were more -'itiporiive <• 
him man mev hao been in • '< looer 
Thinv-'even percent of l onscrva- 
Mves. it;r example, i.ivoroo L'Uiuon. 
:Dfrom«J ' i.i.-.u.ii! 


rnaicn- :r ■ r'tucw: "e « •• 

.:'.;nion seat "'o 'J’Of 
oeciive canuioaics : • moui 
-ame marain as ne won California 
!)v in ltl92. 

AsKca wneincr thev would sup- 
port Clinton, mdepenueni Ross 
Perot or Republican Sen. Bob Dole 
jf Kansas m a 1996 presioemiai 
election. 30% of registered voters 
.said Clinton. 30% sided wun Dole 
and 16% with Perot. In TJ92. 
Clinton won 46% of the California 
vote, with 32.6% going to Reouoii- 
can George Bush ana 20.6% 

PeroL 

His hypothetical victory oid not 
have coattails amid the fickle Cali- 
fornia elecipraw. however. Twen- 
tv percent of registered voters saia 
that Clinton s endorsement of a 
candidate for governor. L’.S. Sen- 
ate or Congress would make them 
less iikelv to support that canoi- 
date. only 9% saia thev would lie 
more iikely to support a i.'linion 
endorsed candidate, and 68% .said 
It would have little effect 
The strong job approval ratines 
did not translate into concurrent 
support of Clinton s explanations 
about Whitewater. 

The Presioeni has said that nei- 
ther ne nor his wife. Hillarv Rod- 
ham Clinton, did anything wrong 
when they investee m the White- 
water 'icvelopmeni m the iaie 
1970s. Ill the poll. '26% said thev 
believed there was no wrongdoing 

by the Clintons, about the same as 
the 27% who believed there has 
tieen wrongdoing. 

of the latter, omy 15% charac- 
enzed the wrongdoing as 'sen- 
.us. ' 

Tne bulk of the respondents. 
47%. said they did not know. 

Despite the uncertainty obvious 
n those answers, residents were 
more clcar-cut in describing how 
‘ne Clintons involvement m the 
real csuie deal affected their feet- 
;iigs about the President. Only 4"’- 
felt more favorable about him 
while 25% felt less favorable, a net 
•nts to Clinton. Suiy-nine percent 
said Whitewater had no impact on 
their feelings about Clinton. 

.Most people said that the Clm- 
rons are cooperating adequate! v 
with investutauons into the White - 
water matter— 61% of all Califor- 
nians believe so. as well as 63% of 
registereo voters. 

Although that question nas not 
been asKCd oreviousiv of Califomi- 
ms. It .vas inciudeo m a national 
” mes non tancn in January Then. 
r% . ; resDonoems .<aid that i.ro 
Unions were roooeraiing— -ug- 
:csiing ’..nai the White Houses 
oceni efforts to appear more con- 
iiaiorv nave taaen hold. 

fiflcr DAtc • . • 
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. icrrnv'tve'ci >ttoien'a 


• r« -■•••• . y : .yoori — 

. . T'.c'urrorv. ;!*. :.iJO- 

•• v.ji r r^:t»n-t)r:oniv pian 

A-vcr. • ..;r.on tjmoai«ne<i ana 
wmcr. uoin r.e ana his wire have 
-Kcu n^ucn oi ihcir oopuiariiv 
'• :no 4J " * no approvea of ihc 
an. :'.:v !•;' -’.cscnoeo their 
lupori as .sironK. in Ociooer. 52*^ 
Dprovoo. r.)<T- .^;roni;iy. Of the 
S'" A no aisapprovea of the pian. 
.7"! lescrioea thoir opposition as 
ronu; •• nriober. IZ'^e disap- 
ravco. JO'T- sironitiy. 

The numoers are consistent with 

• new national ooii. which showeo 
jopori for me Clinton nealth care 

•nan at an ail -time low of 42Ti. 
Accoroine to that ABC/Washini{- 

• an Post poll, taken .March 25-27. 

'A .Americans disliked the 
'linion Plan. 


THE TIMES POLL 

state Thinks Highly of Clinton 

Despite the draa of Whitewater and growme aoubts about ms 
health care man. President Clinton s approval score amone 
Californians is the hignest measureo by the Times Poll since ms 
inauguration. 

■ 00 you ap piove or diaappreve of the way Bin Clinton is handling his 
*007 



MWCN-SS 


SgPr.'SS UAMN ‘93 

Aoprove 

58% 

51% 

50% 5 1 % 

Disapprove 

J5% 

39% 

44% 29% 

Don t Know 

7% 

10% 

6% 20% 

■ Oo you approvd of Clinton’s hoolth caro roform proposals? 


Marcn. 1994 


Octooer. .993 

Approve 

42% 

4oprove. 


Oisaoprove. 

38% 

Disapprove . 


Don (know. 

20% 

Don t know 


■ Aro tho Clintons cooporating 

oHavo tho Clintons engaged in 

adoquatoty with the 

WMtowater 

wrongdoing in Whitewater? 

Invoscigatlon? 

Yes.. 

61% 

•'es. . . 

2”' 

iNk>.. 

26% 

No... 

26^'- 

Don t know 

13% 

Don t know 

47 ’ 
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How the Poll Was Conducted 

The Times Poll interviewed 1.608 California adults, incluaine 1 J! ! 

I registered voters, by telephone from .March 26 throueh 29 Trlepnono 
numbers were chosen from a list of all e.xchanaes m the state. 

Random -diait dialing techniques were used so that listea ana non • it.^icu 
numbers rouid be contacted. Interviewing was conduciea in Cnciisn jt'I 
Spanish. Results were weighted siighilv to conform with census iicurr< 
for sex. race, age ano education. The margin of sampling error ;or i.*'.c 
tout ana registereo voter samoies is oius or minus J ocrcentagc point.' 
For certain oincr SI JO -grouos me error margin mav v.irv i^m rouiii < 
t.so Of jiiecieu ov .n.nor i.nctors >-ucn us uucstion -A.ir'nnc an.: i.r/ r :»t 
: si wnicn ouustions are or*‘senie*i 
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ON THE NATION 

Media Stirring 
the Waves in 
Whitewater 


By Nioious von Hoffman 

NEW YORK 

T he mass medu is into its binge* 
purge cycle again. The White- 
water scandaL such as ii may be. 
has got the hacks, both pnnt and 
electronic, in paroocysms of mvcsuga* 
uve fury and fits of exaggerated re* 
ponage. Hare and hounds we ga over 
the Arkansas countryside, in imtandled 
pursuit of the presidential couple. 

In due course, this excess will be 
followed by a great trooping to the 
journalistic wailing wall, where we 
shall see editors and reporters look at 
their handiwork and cry ouu "Forgive 
us. we have sinned!” There will be 
remorseful seminars at the Schools of 
Journalism and those homd Centers 
for the Study of God Knows What, 
where the men and women of the 
media will disport m self- recrimina- 
tion as they delight themselves ana- 
lysing their professional faulu and 
playing the guilt game. 

Binge -purge. No sooner have we 
recovered from the mamacally silly 
coverage of that dysfunctional couple 
of the year. John Wayne and Lorena 
Bobbitt, than the meeba hoses down 
the nation with Whitewater. Without 
missing a beat, we've gone from 
round- uble discussions about wheth- 
er family newspapers shouldpnnt the 
word for the male member to the 
great Arkansas fox hunt 
Pending the svntch to the purge 
phase. It remains for the r^ of us to 
dope out why the no -longer -quite - 
so-august New York Times would run 
a front-page story telling its readers 
that many years ago Hillary Rodham 
Clinton made herself and her old man 
a small pile ($100,000) speculaung in 
pork bellies. Actually, it was cattle 
futures, but pork bellies sound better 
and are more in keeping with patron- 
izing evocations of razorbacks. Ozark 
music and barefoot hillbillies in bib 
overalls calling. "Sooooeeeee*"’ 

The gratuitous story about Hillary 
CUnlon's investments was nothing 
compared with CNN's wacky report 
taken from a right-wing newsletter, 
to the effect that the body of Vincent 
W. Poster Jr., the White House aide 
who killed himself, had been moved. 

Why are the once tonier mass-me- 
lia preancts ioenng and smearing 
with the best or worst of the uos? 


oari. :• 'lue lo *nc cnange in "..he 
horacter <•! mooia »j‘A’nersnio. i'.'.c 
:ngie owners oi the oast often, inougn 
jv no means aiwavs. put their pnna- 
pice ahead of profits, it s proolemauc. 
for instance, ii the Washington Post of 
today—a puolicly held enterpnse— 
would have taken the nsk of going 
ahead with the Watergate invesuga- 
uons after the Nixon people had sig- 
naled ihev would be going after the 
company s TV suuon licenses. But 
owner Katharine Graham and editor 
Benpmm C. Bradlee prized a certain 
kind of journalism more than money. 
They had a moral -vocational compass 
by which to set the newspaper s course. 

They oidn t have to convene a focus 
group to tell them what to pnnt or. at 
least as imporunt. what not to pnnt 
It's questionable whether a swash- 
buckler like Bradlee would be ap- 
pomted to the editor's chair of a major 
newspaper today. Thoae jobs now go 
to suits with blank faces, people 
without internal gyroscopes who 
don't care what the pubhc ought to 
know— only what thev will buy. 

Brga television, publicly owned and 
cominercially dnven. puu on whatever 
IS thought will snag viewers, and print 
journalism, even the elite dailies. suU 
unable to accept that it is no longer a 
mam medium, apes TV. 

The monkey -see-monkey-do de- 
cline of the quality press can be seen 
not only m the smarmalade with 
whieh It slathers its pages, but in 
vocabulary and syntax. Compared 
with the up-market newspapers of 75 
years ago. the better journals of our 
era carry less serious news and often 
present it m the threadbare language 
of a high-school English book report. 

Under other circumstances, an un- 
conscionable mass media is held in 
check bv wnai it assumes is the outer 
liimis of public tolerance. That toler- 
ance. as far as poliucians go. is now 
limitless. In the last generation, the 
public has been inundated with books 
and shows depicting pohticums as cra- 
ven. corrupt, schenung, cnimnal para- 
sites. The aggregate effect is to destroy 
the barriers that once restrained an 
aU-too-venal press from saying any- 
thing that comes into its head about the 
occupants of the White House. 

Alas. Bill Clinton hasn't helped his 
own cause. His and Hillary's spoof of 
the insurance industry's ad was mildly 
funny, but surely there were two 
others in the White House who could 
do It If they were going to release it to 
TV. A President who clowns for home 
videas invites dension. It's one thing to 
be a man of the people, another to be 
the slob next door. 

Nicholas von Hoffman, a cobanntat an 
tha Waahtnqun Pok durtng (he Waler- 
poie muntipatioR. is aMthor of "Citiaen 
Cokn.'" n /ife of Ran i.’ohn. ana 'rapual- 
LU FooU' (Dottbledmi 
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ABSOLUTION T7UST C O If PC IT A f I C \ 

KcMi<%inie I hr ( riM^ 
KvMurinc ihrt )>midriH-c 


Ferncrest Manor 
Nursing Home 
New Orleans, Louisiana 

Property is an operating licensed 
nursing home with a Certificate of 
Need issued for 214 beds 
Facility Capacity: 248 beds 

Bidders Seminar 
April 15, 1994 • 10 AM - 12 Noon 
Hyatt Regency, New Orleans 


This prooenv is aoDroonate tor all investors 
<nciuaing smnil investors or smaii investor groups. 

■^TC seller unanang will be maae avaiiaoie to 
Quaiitiea investors 


Revised Bid Deadline 
! April 29, 1994 • 3 PM MDT 


To request a Oid pacKage. please contact: 
Marcus and Millichap ' 

Senior Housing Division 


Coorainatea bv the RTC Denver Sales Center ano 
Coopers i Lvbrana. Marcus d, Milhchap 
ana Assets One 

Event ID Number: 780-0 117 
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Kr<ol»Mic lhr< ri%is 
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Real Estate Offerings 


April 1. 1994 

I ^ fonomnq represents real esi3ie onerea ov tfte HTC nsoonwHie Kx immeoLa$e 
saie on a competitive ota oasis All properties are otierea inaividually or m 
smell pools, end ere eppropnete tor ell investor groups, including the 
smell Investor. All inawnes ana reauests tor aaaitionai information snouia oe 
made directly to the individuals iisiea 


Sealed Bios 


Asset Oescription 


'10 Un rjCMIv 


'towunetm lA kUrcusAMiMcnM 


'10^' :HOMi> 


SIM.000I UICAIA 


Auctions 
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RESOLUTION TRUST CORPORAHON 

Kew<«mi! I he LriM<k 
Kcslurinc The t.unlidciKre 


Auction 


Approximately 

$18,000,000 

Northeast il 

Co mmercial Property & La nd 

Prime Properties Located In: 

NJ • NY • PA • CT • MA • Rl • NH • VT 
Sale tnciudes: 

Prime Land Parcels • Office Buildings 
Apartmenl Buildings 
Condominium Developments 
Commercial Retail Buildings 
Individual IVare/iouse Facilities 
Small Multifamily Units 

Over 90% to be sold ABSOLUTE 
‘o the hignest bidder regardless ol price. 

Broker Particioaiion Welcome 

RTC seller financing will be 
made available to qualified investors. 

These properties are being offered 
individually and are appropriate tor all 
investors including small investors 
or small investor groups. 

Somerset, New Jersey 

Auction: May 16. 1994 

fladisson Hotel Somerset 
Bidders Seminar: April 28. 1994 


Cromwell, Connecticut 

Auction: May 18. 1994 

Radisson Hotel & Conference Center 
Bidders Seminar: April 26. 1994 
For further information and free 
auction catalog a7056 call: 


1 - 800 - 522-6664 


Coorainatea Oy the RTC Valley Faroe Sales Center ana , 
MnjiarKJ Loan Services. L.P . ana Kenneav- Wilson, inc. LSJ . 

Event to Numbers: 720-0223 and 720-0313 'XASSSXi : 
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Selected News Articles Office of Corporate Communications 

The Wall Street Journal 


Fiske Is Seen 
Verifying Foster 
Killed Himself 

Special Counsel Appears 
To Be VV^idening Scope 
Of Inquiries in Arkansas 


By Ellen Joan Pollock 

Reporter oi Tiik W all J< -i hsa , 

LITTLE ROCK. Ark. - Invesiieawrs 
looking into the Whitewater affair are 
expected to release a report this month 
dedannir the death of White House aide 
Vincent Foster a suiade. according to 
lawyers familiar with the inquiry. 

The report, to be released by Special 
Counsel Robert Fiske. would lanreiy con 
firm earlier fmdinfrs by the U.S. Park 
Police, the lawyers said. .Mr. Foster s body 
was found in a federal park in Virmnia in 
July. 

AS the Foster part of the investigation 
winds to a close, the special counsel ap- 



pears to be broadentnft the scope of his 
inquines in Little Rock, in a wave of 
subpoenas issued last month. Mr. Fiske 
asked about almost 250 people, companies 
and properties, includine Arkansas Gov. 
Jim Guy Tucker and DaUas Cowboys 
owner Jerry Jones. 

Roderick Lankier, who is leadine the 
Foster investiirauon for Mr. Fiske. de- 
clined to comment on the intenm report s 
contents except to say that he was unsure 
whether it would also deal with alienauons 
that White House aides, includini; former 
White House Counsel Bernard Nussbaum. 
impeded the park police's investisaaon. 
Mr. Lankier did say he hoped to release the 
report in mid-Apnl. 

Stop to Speoiladon 

.Mr. Fiske's staff have been eager to put 
a stop to speculation that .Mr. Foster was 
murdered or that his body was moved after 
his death, accoraing lu people umiliar 
with the Fiske invesiigauon. 

In the broaoer investigation, targets "i 
Mr. Fiske s prooe ana tneir lawyers saic 
that ne appears to oe looking iniu aspeci.> 
of Madison Guaranty Savings & Loan mat 
have nothing to do with me Clintons 
investment in Whitewater Development 
Co. ‘ Anything that smells of impropnety. 
I he $1 not going to turn his back on. said 
one person who has received a subpoena. 
“If he finds out sornemrng. he s going to 
nail someoodv. 


However, much of the investigation 
does involve the president, and Mr. Fiske 
IS already delving into many facets of the 
affair. For example, he is invesugaung 
.iileeations that money from Mariisnn 
accounts was used to pay off a $50,000 loan 
Mr. Clinton obtained from Bank of Cherry 
Valley. lArk.i. to help finance his l9Si 
gubernatorial campaign. In his subpoenas. 
Mr. Fiske is seeking information about the 
bank; .Mr. Clinton s lormer chief of staff, 
lieisey Wright: and Charles Peacock, .t 
Madi^n oirector and borrower. A check 
• ontnbuted to Mr. Ginton s campaign 
bore me name of Mr. Peacock's son. 
who denied maicing such a contnbuuon. 

The Washington Post reported Sat- 
urdav mat investigators for the Resoluuon 
Trust Corp. named the 19M Clinton cam- 
paign as a suspect tn a cnminal inquiry* 
into, Madison Guaranty, one of the RTC's 
cnminal referrals, which have been sent to 
•Mr. Fiske. sought (urmer invesUgation 
into whether Madison funds were divened 
to the campaign with the knowledge of 
campaign officials, the newspaper re- 
ported. — — — — 

.\s pan oi the overall inquiry. Mr. Fiske 
IS seeking information about .Mr. Jones, 
the Cowboys owner, and Sheffield Nelson, 
a candidate for governor of Arkansas. 
They invested in a failed Madison real- 
estate venture on Canada's Campobello 
island that contnbuted to the thrift's 
collapse. .Madison bought out the two 
investors 25'“. stake for S72S.000 in 1988. a 
year before the mnft failed. 

in addition. Mr. .Nelson's opponent in 
the gubematonal race. Gov. Tucker, is 
under investigation. At least six busi- 
nesses in which he had an interest are 
listed on Mr. Fiske's subpoenas. Mr. 
Tucker did business with Madison owner 
James .McOougal and former municipal 

Judge David Hale, who has said Mr. 
Ginton pressured him to make a loan to 
Susan McDougal. a parmer m Whitewa- 
ter. 

.Mr. Fiske’s subpoenas are making pop- 
ular reading in Little Rock. Many people 
listed apparently have only minor ties to 
Madison. Mark Abemamy. an owner of 
Juanita's, a Mexican restaurant, thinks he 
made the list because Madison extended 
him a S3S0.000 loan. His rnomer. who 
co-signed the loan, is on the list too. Mr. 
Abernathy said he met Mr. .McDougal 
once. alUKHigh he and other Madison 
I staffers frequently dined at Juanita's, 
rmsure that 90% of me people on that list 
don't know why they're on it except that 
they did business at Madison. "Mr. Aber- 

nainv suiu. 

Dick lloibert. wnn runs a charter a;; 
service, tnuugnt it would lake months ; 
comply with his subpoena because : 
many of his customers were on the list. It 
turned out that .Mr. Fiske was interesiea 
onlv in Mr. .McDougal s sale of an airplane 
to .Mr. Holben. who resold it the same oav 
to belh Ward, a Madison consultant. The 
RTC has said mat iransacuons involving 
Mr. Ward contnbuted to the failure n: 


.Madison. .Mr. Holbert said mat .Mr Ward 
came to me with the deal. Seth is a good 
customer and he I was i an airport commis- 
sioner. so I just did it." 

One of the more mysienous names on 
the list IS PriscUla Skarda. She wonts at 
Pulaski Bank & Trust Co., where .Mr. H ale 

and other well-known Little Rock citizens 
banked. Asked whv she made the list. .Ms. 
Skarda replied. I d kind of like to know 
myself. 
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Hale’s Past May Harm Credibility 
As Accuser in Whitewater Inquiry 



By Ellen Juan Pollock 

;<ai> Reoortrr m Tmc H au. »thcct jouhnal 

UTTLE RUCK. Atk. - Kortner munic: 

; .ti luOee David Hale is the only piayer in 
no Whitewater allair to make a specific 
alleeaiion of wronedoine by Presideni 
Clinton. But his credibility as a witness 
may prove slim. 

Mr. Hale recently pleaded ifuilly lo two 
iinancial fraud charges, and his sentenc- 
ini; was postponed 
for at least 120 days 
to allow him to tell 
his story to special 
counsel Robert 
Fiske and a soecial 
ifrand jury' lookinit 
:nto the Whitewater 
affair. Mr. Hale 
says the president 
pressured him lo 
make a S300.00U eovemmeni -sponsored 
loan to a firm owned by Susan McOougal. a 
Whitewater partner. Lawyers involved in 
the matter say that some of that money 
ended up in Whitewater Development 
Corp.. in which the Gintons had a stake. 

Whether Mr. Hale can convince a 
'jTand jurv that his story is true will 
depend on whether Mr. Fiske comes up 
with solid corroboraunif evidence. Even 
Mr. Hale has admitted that he has no proof 
of President Ginton s pressure. And (ekms 
who promise infonnation in exchanfe for 
the possibiUty of a lighter sentence are al 
ways suspect as witnesses. 

in desperation he has had to point 
fingers in other directions and create a 
commotion in order to buy himself a 
lighter sentence.'* says John Haley, a 
lawyer for Arkansas Gov. Jim Guy Tucker, 
who received loans from Mr. Hale. "Under 
the pressure that he's under. 1 don't think 
that anything he says is c apabl e of be- 
lief." 

Mr. Hale has a long history of dealings 
in which his trustworthiness has been 
questioned. 

Even his former attorney. Rogers 
Cocknll. questMos Mr. Hale's credibUity. 

Mr. CockhU. who 
worked on loan doc- 
umenution for Mr. 
Hale in the late , 
1970s. says he quit 
representing him 
after becoming con- 
vinced he "couldn't 
rely on what he said 
atallumes. 

Mr. Fiske him- 
self is delving into 
other questwnablf 
deals by Mr. Hale. 
The special counsel 
recently subpoe- 
naed documents for a convoluted real- 
esute transaction orchestrated by Mr. 
Hale in 1966. 

The deal appears to have been meant to 
benefit Arkansas Gov. Tucker and former 
eovernor Frank While, who had reap- 
pointed Mr. Hale to his munictpal judge- 
ship in 1»!>1. .Mr. Tucker had guaranteed a 
menu s mortgage on a Little Rock house, 
according to Mr. Haley, the lawyer for Mr 
Tucker. The fnend defaulted and Mr. Hale 
eventualiv took utle to the house ana 
arranged for us sale so Mr. Tucker could 
recoup the S131.000 that he lost. 



DavuiHait 


me iiuube was then sold to a firm 
nartiv owned by mumcipal judge Wil- 
.am Watt. .Mr. Hale s firm waned Mr. 
Walt s firm slu.ooo to cover closing cosb. 
iccording to Mr. Walt, wno savs Mr. Hale 
•iso directed that S2.000 left over oe do- 
nated to .Mr. White, who was waging an 
iiltimatelv unsuccessful gubernatorial 
«.ampaign against .Mr. Ginton. .Mr. White 
savs he knew nothing about the donation, 
wiiich was made under the names of 
two undisclosed individuals. 

Mr. Hale is also under investigation by - 
Arkansas s insurance department, which 
wants to know why S150.000 is missing 
from a failed insurance company he 
owned. The money was invested in the 
company last year, after regulators found 
It was insolvent. The cash apparently 
went nght back out." says commissioner 
Lee Douglass: 

Mr. Hale pleaded guilty last month to 
defrauding the Small Business Adminis 
trauon out of S900.000 in financing for his 
firm. Capital Management Services, which 
was licensed to make loans to businesses 
owned bv disadvantaged individual s. 

Fiske alleged that Mr. Hale funneled $600. 

•"lOO in borrowed funds through CMS to 
make it appear that the firm was finan 
cially sound and eligible for additional SBA 
financiag. 

A recent General Accounting Office 
study found that Mr. Hale made loam to 
people of "questionable eligibiUty.” In- 
cluding .Ms. McDougal. In a separate 1990 , 
audit, the SBA chastised Mr. Hale's firm 
for making a Sir .500 loan to a firm owned 
by Harry Townsend, even though he did 
not appear to be disadvantaged. Mr. 
Townsend loaned Mr. Hale the money 
that allegedly was used to make it appear 
that CMS was healthy. Mr. Townsend has 
denied any wrongdomg. 

The GAO report also found that 13 | 
of the 57 firms that CMS financed were | 

secretly controlled ' by Mr. Hale. For ' 
example. Mr. Hale apparently used a 
disadvantaged businessman as "a front" 
to borrow money for Retail Liquidalori. a 
company he coverUy owned, acoordiog to 
the GAO. He also loaned $350,000 to Little 
Rock Oothiers. a company m which he had 

•a hidden interest." occorduig to the re- 

'’^’^Randy Cotetnan. Mr. Hale's attorney, 
savs thathedoesntthinkalloftheallega- 
tions in the GAO report arc oocrect. but he 
says that his client has admitted to making | 
loans to ineltgible recipients. He notes that I 

some defendants who plead guUty "turn I 
out to be very good witnesses." I 

In the meantime. President Clinton and I 


his assocates not only deny pressuring 
.Mr. Hale to make the loan to Ms. McDou- 
gal. they also deny that the president had 
any tics to the former judge. Says then- 
Gov. CUntons chief of staff. Betsev 
Wright. "We never had an\ihing to do with 
David Hale. " 


1 
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Trustee tor Southeast 
Seeks to Distribute 
Bank Assetsto Holders 

Kw a Waix SmrrT Jiiumnai. iioff Reporiet 

MIAMI - The trustee for the estate of 
SiH Hhfa f* Corp. under Chapter ' 

bankniptcy-iaw proceeding, said he is 
negtxiaun; with the Federal Deposit In- 
surance Corp. for the possible distnbution 
uf some of the bank holding company s 
assets to its shareholders and bond- 
holders. 

The FDIC. which became receiver for 
Southeast after the bank was declared 
insolvent in 1991. acknowledged last week 
that the company s liquidauon has pro- 
duced a surplus of nearly S2S million. 
All creditors with valid claims against the . 
Southeast receivership will regain their 
pnndpal. according to the FDIC. and may 
receive a portion of the interest on those 
claims. 

Generaung a surplus from a failed 
Dank IS rare because banks OTiicaliy are 
seized precisely because they are judged 
insolvenu An FDIC spokeswoman attrib- 
uted the unusual surplus to changing eco- 
nomic conditions. In a prepared statement, 
the FDIC said it is •re-evaluaung certain 
aspects" of the transaction to determine 
whether it can make additional distnbu- 
lioni to creditors or shareholders. 

Upon Southeast's closure three years 
ago, most o( the asseu o( lu two subsldiar 
. les. Southeast Bank N.A. and Southeast 
i Rank of West Flonda. were sold to First 
Union Corp.. based in Charlotte. N.C. Still 
at issue, however, is the apportionment of 
such assets as SISO million in subordinated 
notes from Southeast Bank N.A.. real- 
estate properties in Florida and Texas. 

. various securities and some 4.000 works of 


:iuoem art. accoroinir to Mark Bloom. 
.::omev !'»r me irusiec. , . 

in a lawsuu filed Jan. in l -i- 
court nere. William a. Brandt j; .. -usiet 
for the Souineasi estate, asked to assume 
responsibiliiv tor the liquidation oi as 
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Spring Recess Gauges 
Depths of Whitewater 

G)nstituents Say Issue Is Overblown 


ByDanfialx 


RACINE. Wis.~Rep. Peter 
Barca (D-Wis.) had just finiabed 
■p— hmg to a govenunenc dais 
at Radne Horelick High School 
and was beading toward his next 
appointment when teacher Gary 
^ pulled him aside to send a 


1 think Bill Clinton is doing 
one beiluva job and be deserves 
oor support." said Suo. "He's tak- 
ing on the tough tssiies and 1 def- 
o^ely think he's getting a bum 
rap (on Whitewater). I think the 
pRM ... is doing a tenriUe job 
ol covering it" 

As Barca listened. Suo com- 
plained that the focus of the 
coifflixy is "off loiter" and that 
Whitewater is getting in the way 
of more imponant isaues. 

"It's not like Congress had 
come to a grinding h^ because 
of Whitewater.” Barca protested, 
tiddog off a list of legislation al- 
ready passed or moving through 
thesysteoL 

But that's not the message 
getting through to the country. 
Whatever else may be happening 
in Washingtao these da^ the 

public believes the capital is con- 
sumed with Whitewater — and 
they resent iL 

Americans may be skeptical of 
Clintan’s health care pl^ anx- 
ious about violent crime, divided 
over the Clinton pre s idency and 
alternately womed and hopeful 
about the econom y. And not all 
are as bullish about Clinton's 
performance as Gary Suo. But in 
interviews with Washington Post 
reporters, they appear united on 
Whitewaten To most, it seems 
to be either small potatoes or an- 
dem history — or both. 

The attention Whitewater has 
received and the sense of end- 
less. partisan bickering over that 
and other issues in Washington 
have left Americans feeling de- 
jected about Washington and 
fearful that government gridlock 
could once agam paralyse the 


It's like we're coming down 
the road and conung to a 'V and 
going down the wrong fork." said 
Tom Terry, who runs a small re- 
frigeratxn company m Burling- 
ton. Wis. 

As a mall security officer in 
Newburgh. N.Y.. put it. the situ- 


ation in Washington is "as bad as the 
Civil War. what goes on between 
Democrats and Republicans down 
there. And every freshman class 
gets pounded down by the guys with 
semority. so the voice of the people 
doesn’t get beard.” 

A recent Washington Post-ABC 
News PoO found that, despite an un- 
provmg economy, two m three vot- 
ers bebeve the country is off track. 
And when asked whether the Clinton 
administration has begun to break 
the gridlock m Washington. 54 per- 
cent said no. 

The Post-ABC poll found that 
while 76 percent of those surveyed 
say Clinton "has a vismn for the fu- 
ture of the country." only 54 percent 
believe he is gettmg things done. 
That gap may reflect the pfsaunism 
people feel about how things are 
working m Washington. 

Post reporter s spent part of last 
week trailing four House Demo- 


districts — in Wisconsin. New York. 
North Carolina and California and 
talking to thetr constituents durmg 
the spring recess. 

The public's agenda is dominated 
by health care, and the House mem- 
bers spent part of their time Selding 
questions about it at town meetings 
or touring senior citiaen centers. 

On Tuesday night, freshman Rep. 
Maurice D. Hincfaey (D-N.Y.) held a 
town meeting in Newburgh and 90 
to 100 people turned out. Mott of 
them had questions about health 
care, and after two hours Hincbey 
had to cut off the questioning. 

Hincbey. an advocate of a single- 
payer system, like Canada has. found 
no consensus in the room. Many of 
those who spoke told personal sto- 
ries and asked Hincfaey to explain 
how Clinton's plan would affect 


At one point he tried to describe 
the details of the administration pro- 
posal, and when he got to the issue 
of health alltanoea — the tegiooal co- 
operatives that would serve as msur- 
anoe roarketplacea for the pubbc— 
—eyes in the audience began to 
gtaseover. 

After the meeting. Jonathan Ja- 
cobson. a local law ju^ on the sute 
workers compensation board, said 
the evident confusion "shows how 
badly Clinton has done in presenting 
his plan and bow easy it is to attack 
any number of points in a complicat- 
ed plan. Even though evervone 
wants reform, right now it is on the 
defensive." 

The White House is well aware of 
that problem and this week Clinton 
and First Lady Hillary Rodham Clin- 
ton will spend most of their time out- 
side of Washington trying to pump 
up support for what they have pro- 


- ‘Z- 


Eronomy Smith Muhammad, who 
helps small busmesses get estab- 
lished and grow, attended a health 
care fonun ui Fayetteville. N.C.. on 
Wednesday night to criticise the ad- 
ministration plan as too complex. 
Tm saying to you the simpiesc way 
is the best way." Muhanimad toU 
Rep. Eva Claytm (D-N.C.). a first- 
term legislator. 

But others defended Clinton's 
plan. A1 Pierce, a Fayetteville busi- 
nessman. said people are afraid to 
get sick because of the cost of care. 
^ his plan is gomg to help the mass- 
es. I'm for it.” he said. 

Mark Bullock, an insurance agent 
whose wife suffers from Aldieimer's 
disease, said he wanu the plan 
passed. "Everybody (is) making a 
fool out of this hnlth care pbm." 
Bullock said. "God bless health care 
and Bill Clinton, and I hope their 
plan goes through." 

But in Racine, Keith Knudtson. a 
mertianka l engineer, said he oppos- 
es giving go v er nm e n t as big a role 
as Clintoo has pcopoaed. "1 can't see 
anything the government's ever got 
their hand in that didn't cost us 
twice as much money, take twice as 
long, take twice as much red tape as 
any ocher thing." he said. 

After hearing agam from their 
c o ns t i t u ents last week, the House 
members concluded the burden 
resu on Congress to fashion a com- 
promise from all the competing 
plans and ideas. They're confused, 
but 1 think they want somethmg 

done." Hincbey said. "And I think we 
will be judged by whether we do the 
job or not." 

In a week in which Wall Street 
was rocked by a 139-point phmge in 
the Dow-Jones index of industrial 
stodcpriceswhiletheLaborDepan- 
ment reported that the economy had 
produced 450.000 new jobs in Feb- 
ruary. the picture of the recovery 
was similarly uneven in different 


The Wisconsin economy remains 
one of the strongest in the country, 
and Barca's district, partt of which 
were hard hit a few years ago. has 
begun to bounce back after a deep 
rrnr a amn Jeanne Hefty, the mayor 
of Burlingtao. Wis., said four compa- 
nies are considering moving opera- 
tions to her small town. 

But Hincbey said his upstate New 
York district has lost about 60.000 
jobs in the last three years, including 
siable layoffs by IBM and cuts in de- 
fense-related companies. 

Michael Hanmgan. a security di- 
rector at a hospital in Newburgh. 
N.Y.. said. "IBM layoffs are starting 
to affect the retail stores and even 
• real estate. 1 have friends who 
worked 20 years at IBM and now 
they’re without jobs." 
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Job* are rougn. especuUy jobs 
That pav oecem mooev/ said Renato 
jonnson jr.. wno moved up irom 
New York Citv but is thinking aoout 
gomg souui “Where i hear tnmgs are 
better." 

The uneven pattern (d the recov- 
ery mav be one reason Barca and 
Hincfaev iace signmrantiy different 
reeiectioa contests this year. Barca 
won his seat m a special elecoon a 
vear ago by less than 700 voces. He 
currently has no Republican oppt^ 
neni. Hinchey is in a rematch 
agamst Republican Bob Moppen. 

-I find myself in a very uncomfort- 
able position after 15 m o n ths in of- 
fice." Hinchey said. If (peopiel are 
hurting, they’re going to blame 
someone. And they can't Marne the 
peopl e they voted for 10 years ago. 
They're gone.* 

Ahhongh the economy is not as 

powerful a political issue as u was ^ 

years ago. anger with Congre ss ha s 
not abated. "Sixty percent of them ace 
crooks and they make it unp o snh i e 
for the ocher 40 p e r cen t to get their 
jobs done.* said jote Moal. a state 
corrections department employee 
from Yankee Lakes, RY. 

To 

Rep. Anthony C Beilwison dVCakf.) 
tried to tell his constituents last 
week that the system — finally — is 
woriong. ' « 

I'm feeling relatively kinder to- < 
ward Congress these d^ which is 
something I usually don’t do.* said 
the nine-term Democrat, whose dis- 
tnct IS distinctly less solid than it 
used to be. 

Speaking to Pacific BeO employ- 
ees. he bsted accomphshmerns over 
the past year — the huge earthquake 
aid package, the North American 
Free Trade A g re emen t, the defiot- 
reductioo package, family leave, na- 
tiooal semoe and the pending crime 
biB. 

Bob Greenwood, a Republican 
who voted for Ross Perot m 1992. 
was taken aback by Bei l ena o n 's de- 
scnptxn of the record Clinton and 
Coiqpess had established. T'm kmd 
of su rp na ed what he aocomplished in 
a short period.* he said. "You don't 
hear a kx about iL” 

Many voters still aren’t con- 
vinced. feanng that the disappear- 
ance of Perot as a political force will 
take the heat off Congress and that 
House members will continue to 
take care of themselves before the 
needs of the country. 

Leo Schuh was eating the “gar- 
bage plate’— an omelet with everv- 
;nmg m it — at Frank's Duier ui Ke- 
-iosna. Wis.. Wednesdav mornine. 

Perot staneo out rattimg uiev cac- 
es." he said. “Then it slacked oil. 
What happoied.’ That grass-roots ei- 
lort can be effective. It can keep 
government m touch with people, 
other than at election time." 


r 


But manv people tear that White- 
•vaier now ckxios the aeenoa ana 
•nev resent it. “1 think ihev ve olown 
:r.is out 01 proooriion. aaio Mav 
Hollana. a .Medicare patient at a 
FavetteviUe cimic. who noneineless 
said she thinks Clinton may have 


done sometiung wrong. 

When Sameer .Mohammed, a Re-^ 
pubbcan. tried to ask Beilenson a 
long hst of wnnen questions about 
Whitewater during the Pacific Bell 
meeting, fellow employees .^ave him 
enough good-humored raxang that 
he could not ask them alL 

A few. however, beheve it is a se- 
nous issue that d ese r ves a thorough 
invesogauoo. Ron Dalton, a Raone 
cnnl en g i n eer, said he thinks Clinton 
“is skmmg right on the Ime* legally 
and has commmed ethical violations. 
“1 thmk if there was a Republican 
p re s ide n t m oc^. Democrats would 
be jumpmg all over it the same way 
Repubbeans are.” he said. 

Barca acknowledged that many of 
his colleagues fear that Whitewater 
could restore gridlock in Congress 
ana showed the nervousness many 
House Democrau feel about the po- 

temal political impact of the issue 
when asked by a student whether 
Omton did somethiag wrong. 

T don’t know for sure, obviously.* 
he sail *I hope he didn’t, i’m opti- 


mistic that he did not.* 

Giman r*— ■"* a polanzug figure, 
•nasty ^ ... 

but many 

emit for trying. 

“Cliaton is a lot better than I 
thought.” sail John Rhoades of Ptat- 

tekR N.Y. *l didn’t thkik much of him 
when he was naung. but he’s trymg. 

Michael Wells, president of a 


Kenosha, didn't voce for Clinton. But 

he sail *1 didn't know rf he was truly 

genmne— and 1 still don’t. He has to 
prove it to me. But he’s making a 

real efiort. He’s trymg to dehver on 



Rep. Peter Berea eeye Coogreee nee 

•ecomakeaeU many goaie tfeaplte 

the WWtew e t e r co ntreverey. 


I 


BaU nporttdfrom Wiaconnn. S»aff 

tmttnDamdS.Brod*rtnNem 

York, KenmetkJ. Cooper tn Miftt 
CaroUma mmd WiUioM Homd ten m 
cmttr ^ttd to tku report 
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Poised 

Over 

Whitewater 

Special G)imsel Robert Fiske, 
Calmly Plumbing the Depths 


By Kim Masters 

«i*Vata(SHI«nHr 


B ob Fiske strode from tbe federal courthouse, back 
straight, dun out. fashioiHie-^lanined plaid cap 
atop his head, and plunged into a sea of reporter s 
and photographers. His team of lawyers had just 
started grilling the president’s men and women 
about the tangled afiair that has come to be called 
Whitewater. The media mob surged in for a quote, a shot, a 
morseiof his time. Fiske pressed ahead sternly. But when the 
seas didn’t part swiftly enough and a hapless photographer 
tumbled over backward, it was Fiske who paused and helped 
the mao to his feet. 

Nohksae oblige. 

'Tl^aort of courtesy comes naturally to a bhie-blood. white* 
shoe lawyer who hovers unspattered over Washington's most 
recettjnlitical spectacle. This sort of poise you can display 
when you are so sure of yourself— your missioQ. your methods 
and your morals— that even though you utter not a word of re* 
proach,.a howling pack of reporters suffers a rare moment of 
embarrassment at its own frenzied behavior. 

Robprt B. Fiske Jr., lifelong Republican, former prosecutor. 
Wall Street lawyer, former peewee hockey league coach, is 
that sort of person- a man who stays cool and dean m the 
rHnehf s. Some of his colleagues tell a story about the day in 
1979, in the middle of a tense racketeering trial^an FBI agent 
rushed into a New York courtroom and whispered to the pros- 
ecutor that the proceedings had to be stopp^ at once. Fiske. 
then the U.S. attorney for the Soutbem District of New York, 
didn’t panic. 

•What*” he wrote on a pad. 

The agent wrote that a hit had been ordered on a witness in 
the case — and on Fiske himself. Fiske considered that briefly 
and scribbled *ln the courtroomT No. the agent answered. In 
that case. Fiske wrote back, why stop the triaL’ 

That sang-froid, displayed during the renowned prosecution 

of Brooklyn waterfront boss Anthony M. Scotto. should serve 
Fiske as he plumbs the mysteries of Whitewater. (So might his 
doM relationihip with one of the young agenu on that case — 
Louis Freeh, now director of the IBI.) But the story is remark- 
able for another reason: It is one of the most dramanc tales 
that anyone has to tell about Robert Fiske. 

The veteran of many high-profile cases. Fiske is not the kind 
of swashbuckling bugator whose exploits are celebrated in law- 
yer locker-room cnat. “He’s not boring. ” savs Scott Muller, a 
former assistant to Fiske during the Scotto prosecuuon. “But 
he's such an absolutely straight guy.” 


Attomevs who know Fiske weU say they are coniidCTt that 
he is moving deliberately, if rapidty. Even his fon^ adverw- 
les say Fiske’s judgment and integrity make him an ideal 


choice for this daunting job. He has a 
repuution as a detail-onented prose- 
cutor who won't indict unless he be- 
lieves that a conviction is in the bag. 
“He's tough and aggressnre in imgat- 
ing when be has a case that will sup- 
pon it— and pracocal-mioded about 
gening it over with when he needs 
to,” says Steve Case, one of Fiske’s 
law partners at the snooty New York 
6tm of Davis, Folk & WardwelL 

Howev er tough. Fiske is always 
low-key— an affHde square who is 
modest to the point of self- 
soft-spoken to the point 
of inaudibility. In white-bread, well- 
to-do Darien, Conn., where Fiske 
grew up, be is the original communi- 
ty pillar. He served on the polioe 
cominisiion for 10 yean and was 
cfaairmaa of the board of deacons at 

his «**>ttrrh 

fiake isn’t giving any interviews. 
bot.his longtime asststant notes in 
response to an inquiry that yes. 
Fiske used to coach the New Ca- 
n^ Coon., p eewe e hockey team. 
A^ in 1973. she adds, the team 
made it to tbe sute fh a mpwnship a. 
wfieze it loit— in ovetthne. 

it tuns out that mild-mannered, 
63-year-old Bob Fiake is— as Muller 
puts it— ”gtimiy c o mp e ti ti v e” and a 
bit of a sports freak. He sails, skis, 
fishes— and held down second base 
for his law firm's softball team. In 
1^. he ran the New York City 
Mantbon. 

^ tell you how c o mp et i tive be 
is.* says John ”Ruaty” Wing, one of 
eight former assistant U.S. attor- 
negra who play tennia with Fiake reg- 
ulgiiy. ”If he couldn’t get the ball 
with his normal right hand, he 
siiitches tbe racket to his left hand.” 

'Ve’s by far the senior member of 
tbe group.” says Alan Levine, now a 
partner at a New York law firm. He 
don not wear down first” 

Acddeiital Celehrity 

West Little Rock is a high-rent 
business district a suburban settle- 
ment about a 20-minute shot along 
the Wilbur Mills Freeway from fal- 
tering downtown Little Rock. It 
mivbt seem an odd location for the 
special counsel to base his opera- 
tions— a bit of a haul from the coun- 
ty'offices that hold some of the rec- 
oids that may contain tbe secreca of 
^tewater. But this building al- 
ready was crammed with feds: the 
FBI. the Drug Enforcement Agency 
and the Customs Service. 

It may be pncey. but you wouldn’t 
can it elegant — a red-brick four-sto- 
ry affair with Muzak in the lobby and 
a cherub fountain ui the gkxxnv atn- 
um. Tucked m the back ot the build- 
ing is a little lunch joint and bar 


"‘While other 
lawyers might have 
lived the high life, 
typically he ’d run 
out to the grocery 
store alone and buy 
a chicken and bake 
it and eat it by 
himself. ” 

—Carey Duane, 
former law parmer 

where Fiske and his troops some- 
tines grab a sandwich. On a Monday 
afternoon, the Sports Page is empty 
eieepc for a group of stockbrokers 
knocking back a few drinks. 

-They try to affect indifference to 
Fi^ and the squadron of seven law- 
yers and 25 FBI agents and financial 
analVsts that have just set up shop 
here. But waitress Deborah Mar- 
shall has seen some of them sidle up 
to Fiske. Teople approach him— 
*When you get time off. you want to 
go play some gotf?* ” she says. 

Fbke has made a good impres- 
sion; One of the stockbrokers says 
Fiske ‘reminds roe of a kid’s grand- 
that you see in the movies.” 
Stockbroker Dan Lee has seen him 
at lunch with his staff. ”When 
t^re talking, there’s a warmness." 
be observes. 

' g e r b aps most impressive to the 
cnfrvd at the Sports Page has been 
the speed with which Fiske’s office 
space was whipped into shape. ‘We 
heard on Thursday morning that this 
^tiot had been leased.” says Dan 
Leg. ”At noon that day. hammers 
started. They worked 24 boun a 
dat. had three constniction crews in 
th<^ You have to understand — Lit- 
Ue*Rock is in a construction boom 
ii|^ now. If you want to build a 
hoflse. you have to wait three 
m^iths. So they paid someone a fot ” 

Fwgal but Fun 

iThatever the word from Little 
Roiek. Fiske’s colleagues at Davis. 

Poke uy he won't be sloppy with the 
taiknyers' money. 'They expect him 
to^ much more frugal than Iran- 
cofitra prosecutor Lawrence 
Wfsh — who was Fiske's former law 
partner at Davis. Polk and who tried 
to tap Fiske to serve as tus oeputv ir. 
ths mvesogaaon. That invesugatior. 


In his few short weeks as special counsel. Fiske has snown 
that he is capable of making drainaticnioves. Withmdaysof his 
appomtmem. he announced himself with a fusillade of subpoe- 
nas to White House aides. Then, last week, he cut a deal to get 
grand jury testimony from David Hale, a shady former judge 
who is the only person to allege that Bill Clinton was directly 
involved in any of the questioiable finanoal dealings surround- 
ing the sinkhole known as Madison Guaranty Savings 4: 
Loan— a move that Fiske described as ‘‘a significant contnou- 
tion' to the invesugation. 


ConHr^utA or\ h 
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cost the govemmeni $36 miUioa. 
-Walsh would spend an exoraordi* 
nary amount ot monev on cases." a 
Ilavis. Polk panner sa\*s. "He would 
.:et 13 associates |on a casej ana 

tney would gnna and gmd He 

would have tour people research 
something until they dropped. Bob 
wouldn't do that.” 

Davis. Polk panner Carey Dunne 
spent the better pan of a year with 
Fiske in Mianu on a trial and got a 
close look at his thrifty habits. 
"While other lawyers might have 
bved the high hfe. typically he'd run 
out to the grocery store aloae and 
buy a chicken and bake it and eat it 
by honself.” Dunne says. *He is fru* 
gid. no doubt about it. He would con- 
stantly be running back and forth to 
the coui-operated laundry machines 
so be could save money." 

Not that Fiske was a complete 
nerd. The night that the trial was 
over, we went to dinner to blow otf 
steam and ended up playing pool at 4 
a.m. tti a nightclub.” Dunne says. 

Fiske "IS somebody who acts sig* 
niticantiy younger than he is. vrho 
hkes to d^ with younger people.” 
says Elkin Abraroowiu. another vet- 
eran of the (J.S. attorney’s office. 
*1ie was the wealthiest guy (in the 
office) and enjoyed domg what we 
would do — eating m our kinds of 
restaunnu. He's a very acceasMe 
p er son for somebody with as power- 
ful an ttuellect as he has.” 

For a rich guy. his tennis buddi es 
like to gnpe. Fiske rarely treau 
when It's time for drinks after a 
match. ”We joke about how he never 
has any money with hnn.” Wing says. 
But friends say Fiske isn't really 
cheap— just forgettuL *He‘s very al>> 
sent-mtnded.” Dunne says. "He’s al- 
ways leavmg his glasses pboes and 
leavmg his car keys and losmg his 
pen. He always has associates pick- 
ing up after him.” 

But even Fiske’s foibles are dis- 
cussed with a sort of affectionate 
pride. That's the tone in which one 
of his younger partners complains 
that Fiske's youthful tastes do not 
extend to his sartorial habits. "He's 
got a hat 1 can't stand.” the partner 
gnpes. It looks like an Irish golf 
cap. e x cept it's made out of pla s ti c . 
When It c o m es to dothes. he hasn’t 
moved since Dobie Gillis.* 

Flake's headgear han't gone un- 
noticed at the Justice Department. 
"We ate aD looldng forward to the 
advent of warm weather.” spokes- 
man Carl Stem says, "when Fiske 
udll stop wearmg those cbapeMB." 

Coll— guts* Adwiration 

In many ways. Fiske seems to 
have led a dunned hfe. His fother 
was a lawyer, appomted by Owignt 
Eisenhower to be assBtant secretary 
general of the North Atlantic Treaty 
Orgamation. He grew up m Danen 
playmg hockey and lacrosse. Yale 
*32. Third m his dass at the Univer- 
sitv of Michigan law school 


From 1976 to '80. Fiske was the 
oaocam of a loyal team of assistant 
L'.S. attomevs wno still gather annu- 
iiiy for an aiumni dinner. The law- 
• ers wno wnte me skks presemeo 
at these affairs are wracked for ma- 
terial — "It's a hard task to hgure out 
how to satirize Bob Fiske.” as dass 
clown Jed Ralcoff puts it. Thomas 
Engel gave it a try with a poem 
called The Maven”— apologies to 
Poe — ui which Fiske declares. "As 
my friends are all Aryan/ And settled 
into Darien/ 1 know only finest peer- 
age/ And no peasants out of steer- 
age.” 

That's about as personal as it 
gets— and the characteri z ation isn't 
even quite right. "Bob has been to 
every bar mitzvah and bat nutzvah 
as our children get to the appropr^ 
ate age.” RakoCf says. "He’s been to 
at least 50. He stifl can't pronounce 
basic Yiddish words. He’ll say ’kub- 
vefdL’ • 

Those who worked under Fiske at 
the U5. attorney's office remember 
how he’d come m on Saturdays and 
pad around the office m his socks. 
On weekdays, Fiske would arrive 
early and host a ‘lireahfait dub” of 
stalw art assrttants who wouU show 

up for c o ffe e and doughnuts in his 
co nfe r e n c e room. "He was very in- 
tetesied in everything that ww go- 
ing on.” remembers Angus Macbeth. 
If you got a good ruling or a bod rul- 
ing. he was likely to he on the phone 
with you 15 miniites later, congratu- 
lating or commiseriting.” 

When Fiske returned to private 
praebce. be lenuined soanethiiig of a 
hero to young a s a wt a ni U.S. attor- 
neys. He successfully defe n ded Bab- 
cock & WacoK. the m a nuf a c t ur er of 
the midcar reactors at Three Mile 
Island. Bmce Baird, who waa a 
young proaecmnr then, says many of 
his coUeagues tried to slip into the 
cour troom to watch Rske work. "It 
was such a pri mer in how to try a 
case.” Baird says. "He had a prosecu- 
tor's style, not flamboyant and show- 
manlike. He is always pamculariy 
wen prepared, which was apparent 
m Three Mile Island because d was 
min 4 m—hingiy campfex. . . . He’S 
not a great orator, not a great 
speaker, but he can stand up in a 
courtroom and sound like s o meo ne 
the jurors can rekne to.” 

Even Fiske’s a dver sar i es are ad- 
minig. When Fiske was U.S. attor- 
ney. Paul Goldherger defended a cli- 
ent indicted as part of the case 
against drug lord Nicky Barnes. 
"During the enure eight weeks wv 
were on trial— and it was one oi 
those bkmd-and-guts cases — I never 
saw hnn lose las balance.” he says. "1 
never uw him loee his cool He's a 
mce persom if you hved next door to 
the guy, you'd be friends. . . . You’d 
lean over the fence and you'd BS 
wMhhim." 


Owe Smaii CowtrcYWsy 

In his excepuonai career. Fiske 
has susereo a tew seioacks ana em- 
carrassniems. une oi his biggest ais- 

appomunems came m 1989. after ne 
was nominated for the number-two 
spot ui'the Justice Department by 
then-Attomey General Richard 
Thornburgh. Despite Fiske’s record, 
a bloc of conservatives opposed hnn. 
It was an attack that Fiske's col- 
leagues still regard as one of the 
more mexpbcabfe paroxysms « par- 
tisan politics. 

Fiske's crime was that he had 
served as head of the American Bar 
Association's standing coounittee on 
the federal judiciary. The commit- 
tee. which rated noounees for feder- 
al judgeships, routmely consulted 
some outside groups about their 
views. Among those was the Alli- 
ance for Justice. a Washington-based 
dvil ri^its group. 

The conservative Washingion Le- 
gal Foundation complained. "He 
leaked the names so liberal gro u ps 
could do a hatchet job on good con- 
servatives." WLF Executive LegH 
Director Paul Kamenar said at the 
time. The fact that Fiske’s commit- 
tee had given good ratmgs to some 
conaervative nominees did not di- 
minnh the fervor of his opponents. 
They also held him responsible for 
the defeat of Robert Bork’s nomma- 
tion to the Supreme Court, even 
though Fiske was no longer chair- 
man of the ABA committee when it 
split on Bork’s rating— and even 
though Fiske personally supported 
Bork. 

As part of the effort to discredit 
Fiske. conservatives charged that he 
had once given a $1,000 campaign 
contribution to an oU fiiend. Deino- 
oat WWam Gray, when he ran iin- 
sucoesffiiily for a Vermont Senate 
seat in 1988. They also called atten- 
tion to a 1985 U.S. Tax Court deci- 
sion that found Fiske had failed to 
pay $14,000 in taxes stemmmg— in- 
terestingly enough— from a 1986 
land deal The Fiske family had long 
owned a share m a moun- 

tans fishing dub. Fiske and the oth- 
er owners tr ans ferred the land to a 
n o n p r ofi t nature c ons e n r ancy — but 
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the court detennned that Fiske 
underestimated the land's value. 

The Bush administratioa rmWH 
ally caved and Fiske withdreucS 
name from conaideratiaiL "A iGr 
people would have been vocallylp- 
happy about the way they wcR 
treated.” says Macbeth. He took.it 
remarkably well He just wasn't 
ing to get into a squabble about k? ’ 

So far. conservatives haven't 
made a big issue of Fiske's appomt- 
ment as special counsel WhileCthe 
Wall Street Journal's editonal-pdge 
writers called Fiske ”a very cunous 
selection” — raismg the specter of 
Fiske's service on the ABA juc^ 
review committee as well as'liis 
brief represenutioo of Clark Clifford 
in the BCCl matter^iustice Oe« 
partment spokesman Stem says he's 
heard no conce r ted oh rm o n i. Tm 
under the unpresann that there's a 
great deal of admiratioo and res ^g y 
for Bob Fiske across the spectrun.” 
he says. 

Getting His Hinds Dirty 

Fiske IS far from finiahed with his 
task, but Washington lawyers are 
impressed with the way he bei^ it 
"His going to Little Rock said an aw* 
fill lot.” says a partner at one w«e> 
regarded Washingtoo firm. "A loC'id 
these guys don't want to get their 
hands dirty. This guy's actually gone 
down at great finanaal sacrifice and 
he's living m this town and tryinc to 
get to the bottom of this. . . . Afid 
he's certamly a $1.8 milfion mah'ff 
Benue Nussbaum is.” (The real 
number for Fiske is c k wer to $L3 
nuibon. says a Davis. Poflc aoaroe.jl; 

Fiske has traded his seven figira 
for a salary of $107.(XX). He has tak* 
en an apartment in Little Rock, 
where perhaps he bakes his own 
chicken as he immerses himseff.in 
his mission down to the decimal 
pomts. moving as fast as he can .to 
conclude an investigatioa that the 
whole world is watching. MovngWh 
ward a tune when BiQ dinton and 
his supponers finally may be able-to 
exhale. Or not. 
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Backed 


Into the 

Clintons^ 

Comer? 

FHmdit Eleanor QifPs 
Colliding Rdes 

By Howard Kurtz 

WtdMCM Sum Wfwr 


Even John McLaugfaHn was nee- 
iiing Eleanor Clift 

“Some pretty tough questions 
lere." he scoffed on the air. 

McLaughlin was reading ex c erpt s 
.1 Clift's recent Newsweek inter- 
lew with Hillary Rodham Clinton, 
yoe in which the questions sounded 
inusually sympathetic. 

Asia: 

*1dy theory is that you have a 
ching about privacy,” Clift said to the 
First Lady. 

“Edward Bennett Williaina used to 
;ay that Washington likes to bum a 
witch every three months,” Clift 
said. 

”A lot of people want to launch ca- 
reers based on finding something,” 
Clift said. 

As a highly visible joumahst—ahe 
is both a Newsweek White Home 
correspondent and ”McLaughlia 
Group” pundit — Clift has grow n ac- 
-mstoroed to cntidsm that she is a 
suonch defender of the Clintons. 
She says it’s a bum rap. 

”Thm‘s no penalty for an individ- 
ual reporter who is perceived as be- 
ing too tough,” Clift says. ”But the 
reporter who is percent as being 
soft is immediately de-legitimized. 
portrayed as bemg m the tank. 

“It’s not comfortable to be smgied 
nut as someone who is somehow a 
cheerleader. That’s the last thing 
my reporter wants to be considered. 
What I’ve said holds up under the 
banner of ^ analysis.* 

Clift is emblematic of a talk show 
age m which many ioumalists are ex- 


pecteo to nave a taxe. an anaie. a personal soui 
on the news. And in the hothouse atmospnere 
apawned by the Whitewater mvestigauon. re- 
porters are increasuigly categorized as pro* 
dinUNi or anu-Clinton. 

Michael Kinsley, the New Republic colum- 
nist and oo4iost of CNN’s “Crossfire.” frequent- 
ly defends the president. “I get abuse for being 
a Cbnton cheerleader all the tune.” he says. “All 
the peer pressure is to whack the guy. AU the 
•oailpressureistobecnticaLThere’snorein- 
iofoanent or reward fen sbcldng up for Clm 
All you get is ridicule.” 

Sidney Blumenthal. The New Yorker's 
Washington correspondent, was discussing 
Whitewater on a rec en t “Charlie Rose Show” 
when Rose abruptly asked: "Sidney, are you the 
least bit uncomfortable defending the admmis- 
tratioo in the way that you do?” 

“I think I’m being quite dispassionate. 

iftr views are utterly independent.” Bhnnfnthal 
replied. 

Paul fiegala. a political adviser to Qinton, 
pnnhies that many reporters respond to un- 


**I don’t xvant to he seen as 
someone who will defend 
the Qintons at emy length. 
... I also don’t want to 
take gratuitous shots just 
to prove my 
independence.” 

— Newsweek's Eleanor Clift 

spoken pressure from coUeagnes. If they don’t 
tbek the knife in. they get put m the New Re- 
public's 'Clinton Suckup Watch.’ ” he says. 
(The Clintoitttes register^ no such complato. 
of course, when the media were beating up on 
Resident Bush.) 

Clift’s position is particularly awkward be- 
cause she is also a White House beat reporter. 
Chi The McLaughlin Group.” where Fred 
Bunes. Morton Kondracke and McLaugfahn of- 
ten criticize Clinton and Jack Gennond tends to 
stay above the fray, Clift is left to carry the 
Wk^ House banner. 

’The problem wnh televisioa is you become 
a cancature. and you don't have time for the 
ifi. sods and huts.” she says. The first questfon 
ahiays goes to Fred on what terribfo thing Qin- 
ton did this week, and I’m the oounterpoinL” 

Says Barnes: “It's how Eleanor deibies her 
rale. Whenever anybody criticizes Clinton, she 
thinks she has CO come and defend him.” 

A number of Newsweek staffers are unoom- 
fart a ble with the a r r ang ement. “I think she 
takes It too far.” one says. “A lot of p eopl e find 
it emb ar r assin g. It puts the TOgazme m a com- 
pwm ii e d posmo n .” But Clift says there are 


plemv of “checks and balances i.n Newsweek 
".zroup journalism ' aoproacn. 

Evan Thomas. Newsweex s Washmgeon ou- 
reau chief, says: “We cover the White House 
from a number of angles, and the Clintons have 
never accused us of going son on them. Elea- 
nor's voice is one among several” 

Clift, who started out as a Newsweek secre- 
tary and is now a big draw on the lecture cir- 
cuit. is conscious of 1^ role as the show's resi- 
dent feminist. McLaughlin often calls her 
“Eleanor Rodham Clift.” She attracts plenty of 
hate mail: one viewer even accused her of tying 
her scarf hke the First Lady. 

In the emergmg debate over whether the 
media are going overboard on Whitewater, 
Clift's positioa is dear. The whole pressure on 
the group of us is to declare them guilty and 
then look for the supporting evide^.” she 
says. But she adds: The CUntons of course are 
not f!iintn« has habit of disaein- 

bling.” 

Week after week. Clift plays her assigned 
ixjfo in the "McLaughlm” sitcom. When asked to 
compare Whitewater to a physical ailment, she 
choae “hangnad or toe-stub.” Asked to rate 
Chntao's handling of Whitewater, she has twice 
given him an A. 

In the emL John, this is going to be moefa 
ado about nothing,” Clift said on one program. 

Last month she went too far. When Mrs. 
Clinton made some harsh comments about 
Whitewater m a White House interview with 
EUe magasM. Clift insisted, on the basis of 
secondhand infonnation. that this was merehra 
“rant in a restaurant.” She later apologized for 
the error. 

Ail this has made Qift a prominent target for 
conservatives. Dorothy Rabinowitz, a Wall 
Street Journal columnist, says she finds Qift 
“oersisteBtlv. endleialv and imviekhnelv” nn^ 
Clinton. There is not the slightest self- 
consoousness about it” Rabinowiu says. “She 
really is a true behever.” 

CItft brushes off such cri tic ism , noting that 
she has never been invited to lunch or dinner at 
the White House. And she had never been 
granted an interview with Mrs. Clintoa until 
several weeks ago, when the First Lady, under 
Rowing pre ssu re to talk about Whitewater, de- 
cided to speak to N ews we ek and Time. Qift 
sajn she was ham pe r ed by a 20-oiinute tone 
limit and ground rules that barred question 
about Whitmter matters under mvesogatfoo. 

Tott want to establish an aonosphere where 
yon draw the peisoa out and get at her under- 
lying a tti tu de s .” she says. Tou don't get that 
by asking where are the canceled checks, and 
frankly that* s not my exp er t ise . 1 was trymg to 
find out how an gry she was and who did she 
blame.” 

Clift says she has been trying to shake the 
pro4CUnton label ever since the 1992 New 
H amp shire pnmaiy. when she predicted that 
BiO Qinton would wm the Demomoc nomma- 
tion. 

1 don’t want to be seen as someone who will 
defend the Qintaas at any length.” she says. “I 
really don’t think that’s my role. I also don't 
want to take gt anu to us sbou just to prove im* 
in de pen d e n ce . 1 have cemmlv cnoosed t h e m 
when 1 think they deserved k.” 
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Robert D. Novak 


Unflattering Family Portrait 


The cuinulauve release ot details 
about how BUI ana Hillarv Clinton, 
before entering the White House, 
earned extra money and linitted their 
tax liabUity has propelled many 
thoughtful Democrats uito despair 
about the political consequences. 

They are hardly reassured by the 
apparent lack of criminal liabilicy by the 
C li n tons. Nor did the resurgence in 
popular esteem for the president after 
his masterful press^onforenoe petfor* 
manoe March 24 cheer savvy Oemo* 
cxatk pobtidans that much. Barely get* 
ting above SO pe r cen t in 
approval ratings is seen 
relief, not lik^ to survive the new 
chuming of Whitewater. 

The Whitewater afiur is not Wa- 
tergate. where crimiiul activr.y was 
tied to the White House. But it s not. 
as presidential political adviaer Pmk 
Ba^ has maintained, merely a case 
of the Ctmton tan too 




at 

First Lady has 
fraoi a daily outpourigg of 
that 

of Coogreaa to 
t week that he 
bear to look at the daily news- 
papers. The cultivated image of the 
CBntans ^playing by the ndes” and not 
i ntrrested in money is in disr epa i r . 

This c li nute tranaocndi Republican 
Rep. Jim Leach’s inquiries into wheth- 
er Ifadinn Guaranty Savingt A Loan 
wia milked in efforts to save the 
Whitewater land devdopraent proiect 
and S pe cial Coun s el Robert Fhhe’a 


problem is what has been 
leaned about the first funihr'a pcisoo- 
al finances durng the Utile Reck 
yeeriL 

The precnraor came last December 
when it was revealed that Clinfon had 
tahen a 16 tax deduction on t h re e pa i r s 
of enderewar donamd to the Sahratfon 
Army. That was the tip of the iceberg. 
Repeated efforts by the diatoiis to 


The cultivated 
image of the 
Qintons “playing 
by the rules” ... is 
in disrepair. 

wrote on March 21 that *tbe Clintons’ 
mistakes on tbehr tax returns were so 
obvious and so per v a siv e . . . that one 
has to wonder whether they were not 
playing the audit lonerir— that is. bet- 
ting that they would not be among the 
one percent of taxpayers audited 
the internal Revenue ^rvwe. 

The extent of these has led 

tax pro fmwn a ls in Washington to 
speculate, tongue in cheek, that the 
president may be shielded from possi- 
ble oimnul action by the ao<alled 
"innocent spouse's law." That is a ref- 
erence to SectMo 6013(e) of the Inter- 
nal Revenue Code, which, to protect 


juKxent wives trom dishonest hus- 
banos. rebeves a spouse worn tax iubii- 
ity if the other spouse is soieiv resoon- 
sible for "substantial undersutement ot 
tax." 

Actually, tax experts suggest that 
the Qintons. under a worst-case sce- 
nario. are protected by a sutute of 
limiiatioQs of three years on cnhi fraud 
and six years on cnnunal fraud. They 
are unprotected, however, from the 
unforgiving stream of information. 

That the Qintons were so possessed 


miaing Unde Sara’s share of it is vari- 
ously attributed to the culture of Little 
Rock, to the alleged greed of the ’80s 
or to a combination of both. The better 
explanation may be that the president 
and First Lady fell victim to the pas- 
ska by promine n t public servanu of 
both par^ to have it an— both politi- 
cal pow er and personal wealth. What 
hurts the Oimaitt is how for it is from 
the inage they atndiousiy promoted. 

C — - ^-rr- r Ipitriii hi 


Tha is for from the knpreawa eulti- 
vmed by the White House that the 
Ciulbns were too preoccupied by the 
baedens of gove rnm e nt to bother tak- 
aig a deductan of fuppotod Whil^ 
wmer tamos. The meady flow of diMi»> 



Qm eapert who has been comudi- 
■oasd by news organiattiotts to exam- 
ine the Oatoa tax returns. S« Anlo- 
no CPA Steven Baakier. sees a 
"paitem'’ that n “diicanoertmg" for the 
com m u n ity of tax prep a r er s. "Cldarly.'' 
he said, "no preparer would have a 
reaaonablebasisiortomeoithededuc- 
txas on the Qmtoo retums." 

That fonchwan is also reached in 
detailed analyais by Lee Sheppard over 
the peel three meaha in Tax Nocea. a 
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The cartoonist is a contributor Y? the Village Voice. 
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riem n.ivr u^ivod inin ino t.'linions 
\TKansas lunnections anu raised 
guestKins aoout ihc mvcstiaaiion into 
Mr. Foster s death. 

QuestioiisdlTdw 

If there is cnticism — and there is 
— that the tone of the editorial page 
turned taunung after Mr. Foster's 
apparent suicide. Mr. Bartlev does 
not appear con c erned, “tf you have a 
good story, run with it." he said. 

Some Journal watchers say they 
are offended. "To me. it's so mean- 
spinted." said Stephen Hess, a media 
analyst at the Brookings Institution 
and a Republican who worked in the 
Eisenhower and Nixon Administra- 
tions. 

"It seems to take such toy in every 
foot fault of the Presideni and every- 
one close to him." Mr. Hess said. "It's 
as if they are really trymg jio bring 
down a Presidency." 

Mr. Bartley denies that. Still after 


id interlude tuilowins .Mr. Foster « 
ueatn last summer. The Journal's 
cditonal page returned in mid-De- 
cember to Its "Who Is Vincem Fos- 
ter?” themes. 

A Dlfferem Reaction 

All the respectful attention from 
ihe media lately. Mr. Bartley said m 
his office at The Journal last week, is 
"the other side of the com." He said 
the reaoion was the opposite of what 
occurred after Mr. Foster's death. 

"People." he said, "were assigmng 
us a sense of responsibiUty." But a 
newspaper cannot be held account- 
able for the effects of depression m an 
official It covers, he has said repeat- 
edly. 

Mr. Bartley said he did not under- 
stand criticism that The Journal's 
editonals arc mean in tone. "Look." 
he said, "we wnte lively ediiorials." 

To be sure. The Journal's ethtonal 
page has never been shy. at least 
since Mr. Bartley took over m 1972. It 
has had clear likes (Oliver North. 
Robert Borfc. Ronald Reagan and the 
junk bonds of Michael Milkeni and 
dislikes i cultural elites. Lani Guinier 
and "frantio propaga ndis ts" and 
"left-wing lobbinsts" like Common 
Cause and the National A s so ci at i on 
for the Advancement of Colored Peo- 
ple). Mr. Bartley won a PtiUuer Prise 
tar editorial wntmg in l9Mi 

His lop deputy. Daniel Henninger. 
wrote one of the best-known recem 
Journal editonals. "No Guardrails," 
ui March. It concluded that it was 
possible 10 speafy when America 
"began to up off the emotional 
tracks." According to The Journal k 
was m August 1969. during the 
amiwar demonstrations at the Demo- 
cratic National Convention m Chi- 


Mr. Bartleys stewardship of the 
edtional page cleariv has the support 
of senior officials at Dow Jones ii 
Company, which pubUshes The Jour- 
nal Mr. Bartley has been avicepresi- 
dent of the newspaper and a member 
of the compenys m e n eg em o m com- 
mittee for 0 d ec ode. In an mierview 
lest week. Mr. Kami called Mr. Ban- 
ley “one of the gemime tmeUecittal 
le a ders of America." 

In pers o n, the b cs po ct e c lod Mr. 
Banl^ IS so deferential that he ap- 
pears to emme at bemg the objea of 
tmerosL His sentences are uuerrapt* 
ed with pauses and it is neerlv impos- 
sible to detect the uMe poundaig that 
is so familiar on his cditonal paga. 

Mr. Kaim and others who have 
known him for years say it is pan of 
Mr. Bartleys writer's personality to 
reserve hu passwns for the pnnted 
pige. Mr. Bartley was briefly s re- 
porter for The Journal in the early 
199TS and joined the edtteilal page 
suff in 1964. 

What he perceived as the hypocrisy 
oftheleftmthe I960's. he said, began 
his dnft from moderate Repuhhean- 
i$m toward the nght As the founda- 
tion of hts thinking, he cues his vouth 
m Ames. Iowa, where societv's struc - 
ture and the values of individual n>- 
sponsihilitv made sense. 

"The pendulum." he said, "has 
gone too far and we need to go back 
and think about individual respensi- 
biUiy and the values that come with 
that kind of u pbnngm g ." 


I 
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James Leach 

Viewing Whitewater as a 
Matter of Public Ethics 

By Michael 


WASHINGTON 

K OI given to oversuiemeni. Rep. James A. Leach of Iowa is the first to 
admit that, as scandals go. Whitewater is no Watergate. And yet by a 
twist of fate. Watergate was indirectly responsible for the fact that Leach 
now finds himself cast as President Bill Clinton's chief congressional 
accuser in the controversy involving a failed Arkansas thnft and lU ties to 
a real -estate venture half owned by the Clintons. 

Two decades ago. it was Watergate and a confronuuon with another 
President— Richard M. Nixon— that changed Leach's life, propelling him into 
politics and setung him on a career path that would lead to the House Banking 
Committee, where he now sits as ranking Republican. Then a rising young 
diplomat with a masters degree in Russian studies. Leach had ]ust been assigned 
to Moscow when Nixon fired Archibald Cox as special Watergate prosecutor in 
the Saturday Night Massacre. Outraged by the abuse of presidential power. 
Leach promptly resigned from the Foreign Service. sa)ang his conscience no 
longer allowed him to serve in N ixon's government 
Instead of Moscow. Leach went home to Davenport Iowa, to help run the 
family propane-gas business. When he launched his first bid for Congress in 
1974. only four people showed up for the rally. However, one of them, architect 
Elizabeth Foxley. became his wife the following year. They have two children. 
Elected on his second try in 1976. Leach has easUy won reelecuon ever since. 

Soft-spoken and almost pnestly in demeanor— a colleague jokes that when 
Leach speaks, he expects “the words to come out in Laun"— Leach is. at first 
blush, an unlikely candidate to take on the President Though a fiscal 
conservauve. Leach is so liberal on social issues that his fellow Republicans 
frequently deride him as a "crypto- Democrat" Indeed. Leach's mam targeu 
have been Republicans— Nixon for Waurgate. Ronald Reagan for Iran-Contra I 
and the GOP leadership for its embrace of the religious nght He was a friend 
and defender of George Bush, but often voted against the latter's posiuons. 

Until now. Leach. 51. was perhaps best known for the crusade he waged in 
the Banking Committee during the 1980s. to suve off what he warned was an 
impending S4L cnsis by requiring thrifts to increase their capital and restrict 
speculative investmenu. At the ume. he was widely ignored by both Democrau i 
and GOP. who now ruefully admit they were wrong while he alone was nghL 
In Whitewater. Leach has an issue that friends say engages his two main ! 
pasnons: bankuig and public ethics. And in the party panah. the GOP leadership j 

has found an unlikely but useful champion— whose squeaky-clean rteord and . 
history .of nonpartisanship makes him nearly Impervious to Democratic charges 
that he is only trying to embarrass Clinton for pohUcal reasons^ ; ; 


• A A .tajniA s.u.Jiv Xurr: *nj" 

Q aestiem TVpoiii 
stiff unsure what Whitewattr ts abemt 
and have troMe undemanding the CKn- 
tons' rale in a.. So to start with, what is 
Whitewater aboia ^ why ahauld Ameri- 
cana care about U? • fi y . .-jv 

Answer: Whitewater is about conflicts 
of interest . . . mvolving a real-esute 
investment in which one-half of a part- 
nership put in substantially more re- 
sources than the other half. They also 
involve the intermixuig of taxj^yer- 
guaranteed resources with a private ven- 
ture. to the potential advantage of a 
public official. That is what makes the 
circumsunce a public rather than simply 
a pnvate interest It should be stressed 
that on the public record is the fact that a 
failed savings and loan infUsed far more 
capital into Whitewater than then-Gov. 
(Clinton). 

In a nutshell, you have a conflict of 
interest in muluthousand -dollar propor- 
tions which may have contributed to 
multimiUton -dollar losses for the taxpay- 
er when the SAL subsequently failed— 
due. in part, to lu investment m White- 
water and other real-esute ventures of 
quasi-similar composition. 

Q: You have been eandueting your own 
Whitewater probe and have turned over 
the reaults to Speeioi Counael Robert B. 
Fiake Jr. What evulenee did you find to 
show that money waa diverted from ktadi- 
son Guaranty to Whitewater? 


Miehael Ross covers Congress for The 
Times 


i.ur 'ltlrt /iht.f>.') »n. t--- r 

..M...:*)! ..un , 

A: We provided a ^es of ch^k stubs 
that show money flowing (into Whiuwa- 
ter) from Madison -affiliated enUttes. 
Then there is on the public .record the 
Madison Marketing S7.S00 check that 
went to pay off a CUnton loan. Then (RTC 
investigator) Jean Lewis has indicated 
that she found approodmately S70.000 
going . .' . into Whitewater over a six- 
month period alone. 

So you have three precise seu of 
evidence. One is the $7,500 check: one is 
the $70,000 transfer, for which, by the 
way. there is also a check trail, and 
thirdly, the check stubs that relate to a 
series of small transfers in an earlier ume 
period. That is the evidentiary orcum- 
stance laidon the uble. 

Q: And do you bdieve the Clintons were 
aware of at least some of these tranaf era? 

Ax If one views the former governor 
and former first lady of Arkansas as 
passive investors with little mvoivemem 
m the deal-makmg ethos of the politics of 
the ume in Arkansas, then it is creoible tc 
assume that they might not have known 
On the other nand. if one's assessment of 
{the Clintons) » a little more skepucal. 
one might reach a different conclusuin. 
Those are judgmental elemenu at this 
ume. not proven circumstances. 

But let me stress that Whiuwater also 
received an infusion of funds from a 
small -business investment corporation 
(C^tal Management Services. Inc.) . . 
and Its former head, who has plea-bar- 
j gained with the special counsel, has 
I alleged that the governor urged him to 


rtn-finvec/ — . 

<ry) r\sj)c4~ 
me • - . 
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make ihis particular loan and that the i 

funds for this loan originally came from a i 
substantial loan from the Madison | 
Guaranty. So these are the allegations on « 
the uble. though they are by no means j 
proven. j 

% fettt oiw ! 

<Mni betkve the nudM is paying too miuh i 
oumiton to WhUewaur. How hu the \ 
media handled U tn pour men;.’ j 

A: Yes. we have given too much I 

attention to the issue. My own sense is i 
that what vou have here is an issue of j 
public ethics that deserves being raised- \ 
and then deserves being resolved. AU the f 

minority ever requested almost five • 
months aeo was for a hearing on the ? 
sulqecu If that hearing had occurred, this : 
would have been a one-io-ihree-week ! 
issue. As It woriced out. the decision to , 
deny public accounubiliiy piqued public I 
interest, and particularly press interest. ; 
and the issue escalated ... It's one of . 
the reasons wny 1 have repeatedly sug- 
gested thaL with full public disclosure 
and full accounubdity. 1 am more than 
willing— in fact. 1 am quite eager— to 
bring this issue to resolution. It's my view 
that accountability is in order, but that a 
consututionai crisis is not. 

Q: Republieans say Demoerau ere f rping 
to keep Whitewater from coming oul. But 
didn t Repubiicans try to do the same thmg 
u tth Itemacranc-anven praoesitke Wa^- 
'/ate. iriin-tontra ana irageeir— n-hifh 
vow voursrir opposed’’ 

A: Wail lust a minute. 1 am on the 
pubUc recora as supporung the Iraqgaie 
inquiry 1 was aiso Congress leading crmc 
on the legal and constitutional unplica* 
lions of the Iran-Contra policy, i support- 
ed every investigation in the House 
Bankint Committee- including those 
critical oi a number of Republicans. In 
face I suggested the invesugation of 
Rcouoiican liov ( Fife) Svmineton 
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The only investigation I had doubu about 
was the so-called October Surprise, 
which IS the one issue in which George 
Bush was somewhat vindicated. 

Now. I didn't draw the same conclusion 
that everyone did (about Iraqgatel .... 
But 1 supported the decism m ^ ahead 
with the inquiry. .... • 

Q; You’ve been described as moderate 
and nonparttsan. But now some DemoeraU 
ore joymp ihoc omMioii has drtom you 10 

the mghii iho* po« >e looking for a perty- 
leadershtp posUion. that you’re much more 
partisan now. Who u Jim Leach, and why 
is he so fixed an Whitewater? 

Az First, let me say that I'm perplexed 
at all of the mouvauonal queries. In all of 
the maior (congressionail probes of the 
last several decades, no one .. ques- 
tioned the mouves (for holding iheml. In 
terms of party leadership. I m not a 
candidate for any House leadership posi- 
tion. and l*ve made that very clear. 

But if you're looking for mouves. pan 
of It relates to a strongly held convKtion 
that pubhc ethics are not an issue of the 
left, nghi or the center. I feel this very 
I strongly. To paraphrase Barry Goldwater. 

“Moderation in the pursuit of truth is no 
I vinue and vigilance in defense of public 
ethics no vice.” 

' In terms of happensunces. I came to be 
' the ranking member of the committee of 
' jurisdiction over the S4L arcumstance 
in which state governments in a 
small numoer oi suies piaveo a sianifi- 
cani roie in the losses mat occurred. 

I ve argued that there is a tnpoo of 
responsibility for the largest, single, do- 
t mestic public-policy misuke of the cen- 

- lury— the quaner-tnllion-dollarS4L de- 
bacle. 

One pan of the tnpod relates to loose 

I laws pnsed by a loose Congress; a second 

i pan relates to ideological decision-mak- 

I mg wuhm the Reagan Administration on 
. deregulauna an industry that demanded 

^ 1 ^ 


?nain sianoaros. i.-.o me miro oar. 
.'ciates to a smaii numoer oi sutes— m 
particular. Texas. Louisiana. Arkansas, 
and California— wnich failed both at the 
regulatory eno and at the legislative ana 
execuuve leveis to recognize their re- 
sponsibiliues to the oeposii- insurance 
system. . 

In Arkansas, the percentage losses 
were as extraoroinary as they were in any 
sute . While Whitewater suned out 
as lust a basic real-esute development 
effoit. sv the time it was over, it hao 
become a reai-esute aeveioomem effort 
’.hat included .'uosuntiai infusions c: 
taxpayer-guaranteed resources . In 
’.he eno. it was me taxpayer mat picxeo 
up the ub for some of the soecutauve 
investments of a political figure. 

So all I woulo suggest is that motiva- 
tional aspersions are no suosutuie tor full 
disclosure. They are not answers to the 
questions raised. 

Q: Areyou under pressure from the GOP 
leadenhsp to press ahead wah your probe* 

A: No. sir. 

Q: dboul the mottoes of some of 

your more panieancoUeagues? 

A: 1 am very ill at ease with speaking 
about partisanship, but I will say this: It is 
a responsibility of all minority paities in 
all Western democracies to shine the 
spotlight of embarrassment on the ruling 
or govermng parties when they breach 
the law or breacn public ethics. 

1 also believe it's the constitutional duty 
of a member of Congress to oversee the 
execuuve branch .... By chance, as the 
ranking member of the committee of 
junsdicuon. a little extra resoonsibiiity 
has fallen on my shoulders. .Not by chome. 
but by circumstance. 

Q: The Democr at s say they wtU allow 
Whitewater hearings only if they don't 
interfere with Fishes investigation. Are 
you confident that hearings wiB be hdi* 

A: lt*s more likely they will be held m 
the Senau than tn the House ... But 1 
have some doubu that full-blown hear- 
ings will be held. 

9; Will pen press the issue when Con" 
grass returns from its spring recess.* 

As TMa is a good tune for a bit of a 
respua; There is no Individual in America 
who weuWibe happier to put thie issue 
bchmd them more than 1— with the 
possdde exception of the President and 
the First Lady. 

Q: Are you saying you are not going to 
preu for hearings, that you’ve mode your 
cose and are ready to let things lie as they 
areforawhBe? 

A: No. no .... But my own sense is 
that now would be a good ume to give the 
special counsel a little bit of rope to 
proceed. While Congress has historically 
had m-undem probes with U.S. attorneys 
or special prosecutors, there is no neces- 
sity that they occur at this ume. A UtUe 
slack isn't inappropnate. 

9: Are you confident Aske will do a 
thorough job in his mvestigatien* 

A: I firmly believe Fiske is a very* 
honorable man and that he will do a very 
honorable job. If I were to give him any 
advice, it would simply be to give the 
Presi^nt of the Unit^ States the benefit 
of the doubt at every turn. 

I 9: The Demoerats fear Republicans wiU 
j use Whitewater to sidetrack health care and 
• other issues on Clinton's teaisleitve ogenaa 
I n*hai u the IdcHihood that Whitewater ww 
t oversnadowthecongresstonaiaoenda? 

I A: I personally, loully and completeix 
concur that it's crucial we not let an issue 
like this sidetrack the three main agenda 
Items of this year in Congress— which are 
health, welfare reform and crime legisu- 
lion. . . . But the way you put Whitewa- 
ter behind is to have full disclosure ano 
full accounting. Unless and unul you do. 
Whiiewater will conunue to have ;• 
momentum of lu own. Z 
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Whitewater 

Controversy 

• Clearly Congreai needi to pass a law 
exemyxing presidents. whUe in office, from 
the governmental invesugauon or prose- 
cution of any matter other than malfeasance 
in current office. A federal law could extend 
the suiuie of limiutions on other actions 
unul the eno of the final preaidemial term. 

The execuuve branch is being seriously 
dalnaged by poliucally mouvated investi- 
gations. Soon onlv a living saint will be able 
to function in office and I am not convinced 
that such a holy man would be in the 
country ’s best interests. 

BARRY J. V'ALSHE 
Newport Beach 

a Investigauhg the Whitewater affair at this 
point IS a clear case of sandbaam after the 
flood. However, now that Congress is in such 
a virtuous mood, it might be a good tune to 
suggest a way to prevent future indiscretions 
of this nature. 

Quite simply, a law should be paaaed that 
all elected officials get their taxes audited 
every year. Not only would it help to keep 
politicians m line, it may raise a good deal of 
revenue. HOw about it. Sen. Dole? 

WILLIE WATSON 
Lawndale 

■ In youreditonal of March 28 you ask. ‘Is it 
reasonable to establish a set of ethical 
eaqMCtauons for our potiuoans that rises 
along with their prominence, thus setting up 
a siuiatian in which the bombshell eqiiodes 
only at the point at which It IS most damaging 
to the country?” My answer as a otiaen voter 
unoommitted pobticaUy is a reaoundmg yes* 
It IS not only reasonable but essential to have 
leaders of moral fiber. Not c o n s rien n g here 
the issue of having to mm them nor the 
effect of leadership roie models on the rest of 
us. to tolerate and accept less from national 
leaders is a sure route to the disruption 
caused by certaui exposure of 'Jietr wrongdo- 
ing. 1. as a citizen of our beiovo-j country, will 
continue to expect honesty for my vote. 

ARTHUR WONG 
Topanga 

■ The Tunes reported on Republican Rep. 
Jun Leach's charges on the House fioor 
against Presidem and Mrs. Gimon's dealing 
with then* Whitewater investment (March 
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2Z). Leach s extensive charges came after a 
months-iong mvesucauon ana then he ao- 
mitted that the evidence does not duecuy ue 
Clinton 10 any wrongdoing. He then ac- 
knowledged that 'on the landscape of poliu- 
cal scanaals * Whitewater may end up being 
only ”a bump.’* 

Then why do the Republtcans keep insist- 
ing that there is any need for congressional 
heanngs? The Rcpublicaits are trymg their 
best to turn this bump m the pobtical road 
into a Watergate/ Iran -Contra mountain. 
This IS ample indication that the President’s 
opponents have btUe else to offer than 
ubkMd-style pobties at a tune when we need 
senous plans to dvect the country on the 
path to proapentv and justice. 

GARY ZEMBOW 
Hollywood 

■ Regarding the March 24 “press confer- 
ence.” which was centered on the White- 
water scandaL it's quite insightful to me that 1 
never once heard the name Vince Poster. 
Neither did I hear the words “shred” or 
"cover-up.” I suppose tlus scenario should be 
preserved in some form for the next clinic on 
“our hard-hitung press a work.” What a 
marshmallow toss! 

BARRY COOK 
NewhaU 

■ Robeit McFaiiane (Commentary. March 
23) suggested that Presidem Clinton and Sen. 
Bob Dole gettogeiher and agree to disconun- 
ue Whitewater heanngs if Clinton will 
pubbcly come clean. He ates the example of 
Presidem Biaenhower. Sen. Lyndon Johnson 
and Speaker Sam Rayburn. The problem 
with this IS that Eisenhower, unbke Cbnton. 
was elected by an overwhelining maionty. 
never told a lie and was a war hero rather 
than an embarrassment to the nuUtary. 

We have elected a Presidem based on 
promises uum the economy around, reform 
health care. etc. ) instead of character, stature 
and honor. If Cbnton wem ”... before the 
people and |laid) everything out.” who would 
believe hun after a hadory of constant 
dissembbnc? 

ARTHUR EVANS 
R e di xi do B ea c h 

■ Can Clinton pardon everyone associated 
with Whitewater for any poaaible cranes 
now. saving invesugators years of work, or 
must he wait for Christmas bke George Bush 
did? Of course we would miss the spectacle of 



Congress embarrassing itself in heanngs anc 
denroying any poasibiiity of criminal indict- 

mems. 

• STEVEN SimC 

SanOimas 

■ Congrauilauons to Hillary Cbnton for her 
astute buaness sense and abibty to profit in 
the late *700 bull commodiues market . 
and shame on the media and The Times for 
implymg that this was somehow indecent or 
improper (March 30). Do I detect a hmi of 
envy? Look up inuesdnrm m the dictionary 
and learn not only that profiubUity is a goal, 
invttung IS a key elemcm of our free-markei 
economy. 

Had Hillary significant losses, her de- 
tractors would be quick to imply she was 
squandering hard-earned family “milk mon- 
ey.” This Republican is liking Ms. Ginton 
better every dav. 

BILL RYAN 
OanaPoun 
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Whitewater 
Wasn’t All that 
Seemed Fishy 
AtMadison 

By ROBYN MEREDITH 

Washington — Janes b. 

McDougal P^ident Clmton’s 
former busixiess partner, ar- 
ranged a series of questionable 
real estate deals in addition to 
the fiunous Whitewater venture, 
according to regulatory doc- 
; uments. 

The deals apparently led to 
the demise of Mr. McDougal’s 
Arkansas thrift. 

The Office of Thrift Supervi- 
sion released nearly IS pounds 
of documents Thursday relating 
to Mr. McDougal’s fiukd Madi- 
son Guaranty Savings and 
in response to a Freedom of In- 
fonnation Act request filed by 
the American Banker. 

**For several years the major- 
ity stockholders and a group of 
affiliates structured transactioos 
for personal gam to the detri- 
ment of the institution,’* accord- 
ing to an internal document of 
the Dallas Federal Home Loan 
Bank dated February 1988. 

AfterCIlBtoftDeil 
The earliest d ocuments le^ ' 
leased by the OTC date firomi 
1983, five yean after then-Ar- 1 
kansas Attorney Genenl BiUl 
Ginton and his wife joined Mr. I 
McDougal and his wife in buy- 1 
ing 23(^acres that were la terr 

known as the Whitewater 
estttes. 

Rep. Jim leach. R-Iowa, has 
charged that the development 
company that they formed end- 
ed up ^Irimming off depOSitS 
from Madison, costing taxpay- 
ers money when it foiled. 

“Whitewater may have begun 
as a legitimate real estate ven- 
tu^ but it came to be nff d to 
skim, directly or indirectly, fed- 
erally insured deposits from an 
S&L and a ntiaii business in- 
vestment corporation.** Rep. 
Leach said in a March 24 
“When each foiled, the U.S. 
taxpayer became obligated to 
pick up the ub,“ Rep. Leach 
said. 

SabakUaryUsed 

None of the documents re- 
leased by the OTS menuon the 


OTS documents 


show other dubious 


deals by a former 
Clinton partner. 


President or his wife. 

Instead, they shed light on 
how 1^. McDou^ used a thrift 
subsidiary, Madison Financial 
Corp., in its real estate de al s. A 
grand jury indictment charges 
that the subsidiary would bor- 
.,row money from the thrift to 
buy land for real estate ventures, 
allegedly using straw borrowers. 

Because the transactions 
showed up on the affiliate’s 
books, they caused Madison Fi- 
nancial to appev to earn a prof- 
it As a result its rhairman and 
president - Mr. McDougal • 
earned a 10% bonus from the 
company. ^ . 

IaMlventia'84 

The documenu showed that 
regulators knew as early at 1984 
that Madison was inscdvent, al- 
though they did not take it over 
until 1989. 

It was common in the 1980i 
for regulators to exeidae andi 
forbearance, since the federal 
government had not allocited 
money to resolve insolvent 
thrifts like Madison. 

The 1988 document from the 
Dallas Federal Home Loan 
Bank focused heavily on the real 
estate transacnons. 

“These projects were devel- 
oped and marketed via business 
entities owned or controlled by 
the nujority stockholdeii,' re- 
sulting in substan^ cash pay- 

tailSSStheOaHa* 


Home Loan Bank 


wrote of Insidar 


transactions. 


meats to themselves and other 
affiliates,’' the regulators memo 
reads. 

“Corporate resources were 
utilized to develop large real es- 
ute projects through the wholly 
owned service corporation. 
Madison Financial.** the memo 
said. 

Audits of the S&L showed it 
was insolvent to the tune of SS.6 
mtiiinai at the end of 1985, and 
by S10.4 million in 1986. By the 
end of 1987, Madison bad a 
$12.1 miUioo deficit capital po- 




sition. the Dallas memo said. 

In 198S. Mr. McDougal held a 
fund-raiser m Madison Guaran- 
ty*s lobby to help then-Gover- 
nor Qinton retire his 1 984 cam- 
paign debts. 

Five years later, Mr. McDou- 
8>i was indicted on charges of 
bank fraud. Madison foiled in 
1989, costing taxpayers and esti- 
mated $60 million. 

Tire documents also show that 
Madison ballooned in asset size 
after Mr. McDougal came to 
control it Much of the growth 
was funded by brokered de- 
posits. 

“Its standings increased 
1,437.99% from December 31. 
1982 to December 31, 1983,“ 
regulaton wrote in the Febru- 
ary, 1988 memo. “This rapid 
amount of growth was not ac- 
companied by proportionate in- 
creases in capital” 3 
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GAO Cites Insider Lending Abuses 
In Most ’90 and ’91 Bank Failures 


By ROBERT M.GARSSON 

WASHINGTON — Insider 
lending was a problem in the 
majority of banks that failed 
during 1990 and 1991. but simi- 
lar abuses were evident in 
healthy banks as well, according 
to the General Accounting 
Office. 

The Congressional watchdog 
agency said the 1 7S failed banks 
with insider problems cost the 
insurance fund $5.4 billion. 

The most common abuses 
were preferential loan rates and 
loans that exceeded a bank’s le- 
gal limit 

To cope with insider abuse, 
the accounting office recom- 
mended that regulators include 
a thorough review of insider ac- 
tivities in the next round of ex- 
aminations for all banks. 

Directors’ Bole Stressed 

In addition, the agency said 
communications between exam- 
iners and bank directors should 
be improved. 

Examiners should take steps 
to ensure that direams under- 
stand the problems facing a 
bank as well as the general pro|>- 
osition that such problems **are 
most often a consequence of de- 
ficiencies in the overall manage- 
ment and oversight by the di- 
rectors.” 

The GAO stu^ showed that 
insider lending problems were 


R«guUrtoty ActkMv. -w 



contributing faaors in 175. or 
61% of of the 286 bank failures 
in those years. 

Poat Faeto Inveatigation 
The accounting oflice also 
said that examiners were not do- 
ing as well as they should in 
identifying insider p r oblems. 
Federal Deposit Insurance 


Corp. investigators working af- 
ter the bank failed were more 
likely to identify insider prob- 
lems than were examiners work- 
ing in the institution while it was 
still open, the study showed. 

However, examiners did a 
better job in identifying tosses 
from insider loans, the GAO 
said. 

The study said investigators 
have an advantage over examin- 
ers in ferreting out insider vio- 
lations. 

“Former bank employees are 
more likely to be willing to talk 
to investigators about insider 
problems after a bank has failed 
and their jobs can no longer be 
jeopardized by such discus- 
sions.” the report noted. 

The GAO analysis showed 
that insider violations were 
strongly associated with man- 
agement problems. 

Problenu Listed 

Among the problems cited in 
the study were the failure of 
management to respond to regu- 
latory criticisms. n^igence. and 
passive or negligent direaors. 

The GAO also selected 13 
banks that had not been closed, 
and found that insider viola- 
tions had been cited in 10 of the 
institutions. 

Insider problems consist of 
fraud by insiders like bank offi- 
cers and directors, insider abuse, 
and loan losses to insiders. □ 



rn.^1 



4808 


American Banker 
April 4. 1994 


Another Former OTS Aide Joins 
Regulator of Fannie and Freddie 


Al?arcz. director of the 
OfTioe of Federal Housing Enter- 
prise Oversight, has snagged an- 
j other OfTioe of Thrift Supervi- 
I sksoofTidaL 

Joining the regu- 
lator of Fannie Mae 
and Freddie Mac - 
as head of examina- 
tions and regulatory 
oversight - is Mari* 
anoe D. Wright, 
who since 1989 has 
been assistant re* 
, gioi^ director in the OTS* West 
\ Region office in San Frandsoo. 
j She will direct fedoally man- 
. dated financial examinations of 
I the two secondary-market agen- 
cies, formally known as the Fed- 
eral National Mortgage Assoda- 
tion and Federal Home 
Mortgage Cbrp. 

Ms. Wri^t is the third 
OTS official to join the agency 
since it was formed last June. 

« • a 

Margery Waxaan. who 
served as actiog genenl counsel 
to the Department of Treasury 
during the Reagan administra- 
tion. has joined the law firm of 
Greenberg, Traurig. 

Larry Hoflaan, the firm’s 
managing director, said ^ 
Wkxn^ will focus on expand- 


ing the financial services prac- 
tice. with particular emphasis on 
banking and regulatory work. 

* * * 

Friday was Dick Syron’s last 
day as president of the Boston 
Fed. and today is his fust as 
chairman of the American Stock 
Exchange. 

Cathy E. Mlnehan. first vice 
president, will run the bank until 
a permanent replacement is 
named. Don’t look for an an- 
nouncement soon, though. The 
Boston Fed’s board hasn't yet 
dedded on a search firm. 

a a * 

Jaa Shfaipach has left her po- 
sidon as banking aide to Rj^. 
Larry laRoceo to become feder- 
al liaison to the Texas Depan- 
ment of Insurance. Her duties 
will be. assumed by the Idaho 
Democrat's Iqislative director. 
MarhBrowaalL 

a a a 

At the Federal Housing Fi- 
nance Board. Rita 1. Fair took 
over last week as acting maruig- 
ing director with the departure 
of Phil L. CoBOfver. She had been 
assistant to acting chairman 
Nicolas P. Relsiaas. □ 



IUe Week ahead 


Empty Capitol: Congress continues its Easter recess this week. 
Lawmakers are scheduled to return next week. 



Lodwig MOcsiooe: Comptroller of the Currency Eugene K Lud- 
wig celebrates one year in office today. Four more to go on his five- 
year term. 

Thrift Converahma: National Economists Qub luncheon. Michael 
Laub of State and Federal Associates Inc speaks on topic "Who 
profits from the «*«»"|p"g ownerdiip smtus df mutual thrift insdtu- 
tioitt?'* Noon at the LibiaryofCooiptss.Madis(» Building. 101 In- 
dependence Ave. SE CaU 703-532-9048. 3 
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Inquiry Strains the Ties 
Of Administration Aides 


BvGWENIFILL 

iirNvw I on Itmr^ 

•vaSHINGTON. Apnl 2 - rh^ 
^ironK oond oeiween ihc Treasur\- 
Dcpanmeiu and me White House — a 
link mat has oeen central to the Clin- 
lon Administration s effort to turn the 
econorav around — has been strained 
in recent weeks by me fallout from 
the Whitewater investigation. 

White House officials who spoke on 
condition oi anonymity said mey be- 
lieve that daniacing disclosures 
about two of the President's top ad- 
visers. Georae Siephanopoulos and 
Harold ,M Ickes. were the work of 
Roger C. Allman, me Deputy Treas- 
ury Secreiarv 

And manv Treasury officials are 
equally convinced that Mr. Allman 
took too much of the early blame for 
participating in a White House dis- 
cussion of the investigatton by the 
Resolution Trust Corporation, the 
agency he heads that is charged with 
unraveling me savings and loans col- 
lapses. 

Mr. Altman, who once routinely 
roamed the halls of me White House 
to attend various meetings about eco- 
nomic strategy and heaim care, has 
spent more time lately with lawyers. 
He flatly denies that he leaked any 
damaging information about White 
House officials. 

But the suspicion has uken at least 
shallow root in the Admmistration 
because of the workings of the grand 
)ury mat is investigating the Govern- 
ment's oversight of Madison Guaran- 
ty. me failed Arkansas savmgs and 
loan that was owned by James B. 
McOougal. a former Clinton business 
partner. A number of Administration 
officials have acknowledged holding 
“inappropnate" conversationa relat- 
ed to the matter at a time when me 


A White House 
Treasury gulf 
grows. 


Resolution Trust Company was in- 
vestigating Madison. 

Morale and trust have been under- 
mined at bom Treasury and the 
White House, officials at bom nistiui- 
lions said. Leaks to the press have 
been traced and speculated upon with 
an intensity that belies the calm offi- 
cials seek io protect. 

One piece of evidence: President 
Chnton and Treasury Secretary 
Lloyd Bentsen discussed the frayed 
relationship as mey flew on Air Force 
One to Dallas last weekend. 

And in the hallways of the White 
House, senior officials who used to 
casually pick up the telephone or stop 

10 chat with Treasury officials in the 
West Wing hallways now hesitate be- 
fore thev make a call, and avert their 
eves wnen thev see a colleague com- 
ing who mav have testified before the 
^rand lurv. ^aiu one official: "There 
IS a much higner level of distrust, ana 

11 s aiiecting me way people deal with 
each other 

But as the distance between offi- 
cials working in two buildings sepa- 
rated only by a narrow street has 
grown, some senior officials have 
said mat the current flurry of finger- 
pointing will not cause lastmg dam- 
age. 


•BeanngLpPreitv Well’ 

: think It s unoerstanuable that m 
the last lew weens mere s been a fair 
.1 mount oi stress on the White House, 
on people who serve there." David R. 
Gergen. the counselor to the Presi- 
dent. said this week. "I think people 
are bearing up pretty well under me 
circumstances." 

Much IS at stake. Treasury and 
White House officials, who worked 
together closely to mount successful 
campaigns Iasi year on behalf of the 
Administration s economic plan, the 
Norm American Free iraoe agre^ 
mem and on trade policies toward 
Japan and China. stiU have a full 
plate. 

Thi» week. Mr. Bentsen met with 
officials about Treasury's role m the 
gun-control provisions of me anii- 
crime bill, and on Monday. Mr. Alt- 
man will resume his seat at me 
heaim care strategy planning ses- 
sions run by Mr. Ickes. 

Top officials, including Mr. Bent- 
sen. Mr. Altman and Mr. Stephano- 
poulos. have been attemptmg to clear 
me air through intermediaries. 

"I think the White House knows 
(hat the Treasury is totally support- 
• ive." Mr. Altman said in an mterview. 

"AS far as I'm concerned, we re 
still a team. Mr. Stephano^jos 
sai^ "We're still a close We re 
a team that produced a loC" 

Accounts of me conucts provided 
by Mr. Altman and Joshua Stemer, 
Mr. Bentsen s chief of staff, have 
often conflicted with each other, and 
also wim more benign interpretations 
offered by White House officials like 
•Mr, Siephanopoulos. 

"The feeling before all mis was 
that Treasury was working like clock- 
work." one official said. 


He saia inai Jean Hanson, me gen- 
. rai counsel m i rcasurv wno loic 
.Vhtte House lawvers aooui an R.T.'. 
recommenoation lo begin a criminal 
investigation on Madison, has "a won- 
derful reputation for mtegritv and 
ability.'' He would not dismiss ner tor 
her mistake, he said, "unless mere s 
more man I know now. * 

Mr. Altman, he said, "is very bnght 
and a hard worker." Mr. Sterner, he 
said, "has done a hell of a job." 

Mr. Steiner. Mr. Bentsen said, told 
him of his telephone conversation 
wim Mr. Siephanopoulos about Jay B. 
Stephens, a Republican prosecutor 
who* was hired by me R.T.C. to con- 
dua a ponion of the Madison investi- 
gation. And Mr. Altman, he said, as- 
sured him he has never leaked infor- 
mation damaging lo the White House. 

Officials insist that while the at- 
mosphere may be poisoned, policv- 
makuig has not been derailed. 
"Clearly mings are more tense than 
before.'' one senior official said. "But 
mis kind of stuff can tear depart- 
ments apan. and that's not happen- 
ing at all." 


•Everybody Is SMitlsIi* 

One White House official corn- 
blamed that personal fnends are now 
setting up Chinese walls m pnvate 
conversations." Another said that 
"everybody is skittish." 

Mr. Clinton has offered blanket 
support for his advisers, following a 
senpe the White House has used in 
other tight spou, in which he admits 
mistakes were made but mat they 
were neither venal nor mtenuon^ 
And Hillary Rotttmm Clinton lel^ 
phoned Mr. Altman after he recused 
himself from me Madison invesuga- 
tion to reassure him that he would 
survive the adversity. 

Mr. Bentsen has mamtained an art- 
ful distance from his wayward aides, 
offenng support for them w^ 
pressed, but ordenng up an emics 




"It did not make me happy. I can 
assure vou of UuL" Mr. Bentsen said 
of me series of missteps. "B ut I a lso 
undersund mese things happen. I 
have been around here a long time. 

Part of me reason the uneasu^s 
has continued to flourish is that Mr. 
Robert B. Fiske Jr. the special coun- 
sel investutating the Whitewater af- 
fair. has asked White House and 
Treasurv oiticials lo hold off on their 
own internal investigations so as no* 
to taint me grand iurv inquiry. .Mr 
Bentsen demonstrated his concern 
about me growing perception that be 
IS in charge of a fractured agency on 
Friday when he summoned reporters 
to his office to defend his staff ana 
insist mat business is continumg as 
usual at Treasury. 
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Clinton: Yet Another 
Scandal-Plagued Presidency 


By Kevin Phillips 

WASHINGTON 

M ake no mistake: Whitewater is 
about a lot more than possible 
small-time financial chicanery 
and a minor -league Washington 
cover-up. We arc talking about 
control of the presidency in 1996 
or earlier— and the only thing that 
matches conservative and Republican 
political opportunism is liberal and Demo- 
cratic hypocrisy. 

GOP stalwarts, uninterested in getting 
to the bottom of Watergate or Iran-Con- 
tra. are now suffused with patriotism in 
pursuing Whitewater and the other alle- 
gations about Bill Clirfton. Conversely, 
there are too many congressional Demo- 
crats. once outraged over the unmorality 
of earlier GOP regimes, whose past insist- 
ence on the public's nght to know has 
become acquiescence in this Administra- 
tion's desire to have the public not know. 

No one should be surprised. This is 
human nature. It is also political history— 


Kevin FhilUps. publisher of Amenean 
Political Report, ts author of “The Polities 
of Rich and Poor." His most recent book u 
“Boiling Point- ReptMicans. Democrats 
and the Dedine of Middle-Class Prospers 
cy" (Random House I . 


and given the inadequate attention paid to 
such precedents in the television age. it 
may be useful to examine Whitewater and 
other Clinton controversies in the per- 
specuve of past political scandals. 

To begin with. Whitewater— the land 
deal, with its related savings -and -loan 
chicanery— isn't enough to bring down 
Clinton. Even Watergate was less a single 
event than a catchall. When Richard M. 
Nixon was forced out of office in 1974. the 
anu-Nixon furor fed on a wide range of 
issues beyond the break-in: the Nixon 
Administration's larger involvement in 
poliucal espionage, the Daniel Ellsberg 
break -in. the ITT scandal and others. The 
scandal furor of 1973-74 was also a 
showdown over which party would pay 
for the failure in Vietnam— the Demo- 
crats who fumbled militarily or the GOP 
who used it as a cover for violating civil 
liberties. 

However, if Clinton won’t be brought 
down by any single episode, it is possible 
to see the outline of a larger GOP 
indictment— a contention that Whitewa- 
ter IS but one facet of a flawed Clinton 
morality that began with draft evasion 25 
years ago: then broadened with shady 
financial deals in 1970s and 1980s Arkan- 
sas: took further shape with Gennifer 
Flowers, and may now involve a Wash- 
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ingion aousc of power ana cover-up. 

For ihe Presideni is Amenca s cmef of l 
stale as well as the leader of a polilical i 
party, and he is at nsk if he can t measure i 
up to a moral -leadership role. Nixon i 
couldn’t and was forced to resign: Lyndon < 
13. Johnson, a well-known financial and • 
political finagler. may have been invesii- • 
gated and ejected in the post- Watergate t 
climatc: Clinton may be vulnerable today. i 

Clinton IS certainly not the first fman- • 
cial hustler in the White House. Other i 
modern Presidents have been touched by i 
scandal. The point is that, one way or | 
another, most of them— Warren G. Har- | 
ding, Harry S. Truman. Johnson. Nixon i 
and Bush— were made to leave. If Clinton i 
fits the scandal -President pattern, these i 
precedents should be dtscomforung. 

Indeed, polls show that from the first, i 
many Americans did not trust Clinton i 
because of his draft- board maneuvers, i 
the charges made by Flowers and his I 
Arkansas wheeler-dealer roots. This pos- i 
es the question: Isn't Clinton’s behavior I 
typical of small-sutc governors who get i 
to the White House? No— because past i 
governors of the smallest sutes haven’t I 
gotten there. Not ever. Jimmy Carter of j 
Georgia was actually from one of Amen- { 
ca's relauvely large states. 

Iromcally, the 20th-Century Presidents 
tied to the most scandal came from a 
high-powered background: Four were 
U.S. senators from major states (Harding 
of Ohio. Truman of Missouri. Nixon of 
California and Johnson of Texas) and 
three of them had served as vice presi- 
dent Harding died before he could be i 
blamed for the infamous Teapot Dome 
scandal. Truman brought Kansas Ciiy 
cronyism to the White House. And John- 
son traded on favonUsm to build a 
mulUimllion-dollar communicationa busi- 
ness while in Congress. Still another 
President linked to scandal. Bush, had 
earlier been vice president and CIA 
director. If there is a scandal precedent it | 
should be not to promote vice presidents I 
or former vice presidents. 

But a second moral might be Perhaps j 
Americans made a misuke in ignoring the i 
old rule, true since Franklin Pierce in ! 
1852. of not picking a President from one > 


of the smallest states. Thj rule has two i 
components: Small -state nominees often I 
represented the ideological fringe: Barry | 
M. Goldwaicr of Arizona, in 1964. and | 
George S. McGovern of South Dakou. in I 
1972. are two examples. The second 
problem is that small -state politics often 
develop out of a small-time climate, 
where the practices leave something to be 
desired. Amcncans already had some of 
these doubts about Clinton even as they 
elected him in 1992 to be done with Bush. 

Looking ahead, it s unclear if the whole 
surfeit of Arkansas -hustler accusauons 
made against the Clintons — from sweet- 
heart commodities deals to shredded fi- 
nancial records, obstruction of justice and 
sexual harassment— can ever reach criti- 
cal mass and make Clinton an Ozark 
Elmer Gantry, unacceptable to Ameri- 
cans. But the argument against electing 
another small -sutc governor is already 
subsunual. 

Even if some accusauons against Clin- 
ton get partly proved, the public has 
many types of recourse. Only one is legal: 
most are political. Because so many 
allegations involve behavior in Arkansas 
rather than Washington, Clinton is 
unique — compared with the other scan- 
dal-plagued Presidents- in having his 
controversies emerge early enough for 
his first midterm elections. Truman's 
mink coat, deep-freeie and five-percen- 
ter messes and Nucon s Watergate didn’t 
surface unul the second midterms ( 1950 
and 1974. respectively). 

The imporunce of 1994’s scandals com- 
ing in time for the first midterms is 
obvious: Instead of the usual small gains 
made by the party out of power, the GOP 
has a larger opportunity. They could wind 
up gaimng three to four Senate seats and 
20 or so House seats— enough to stale- 
mate Clinton and his programs in Con- 
gress during 1995-96. True, the Republi- 
cans could be at risk if they overplay 
Whitewater, but their broader accusa- 
tions a^inst Clinton are probably good 
poliUcs. The earlier Truman and Nixon 
scandals produced major opposition gains 
in the midterms. 

For all that it’s implausible today, any 
emerging impeachment debate would be 
significant Of the two Presidents against 
whom impeachmmt has been sought 
since the Republican -Democratic era be- 
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gan. Andrew Johnson in 1S67 ana then 
Nixon, both conironutions were orougni 
by an opposition Congress. Johnson, re- 
member. was a Unionist Democrat pickca 
by Republican Abraham Lincoln as his 
running mate in 1864. After Lincoln was 
shot hard-line congressional Republi- 
cans. eager to get nd of Johnson, settled 
on impeachment. And. of course, when 
Nixon was impeached, opposition Demo- 
crats were carrying the banner. No 
President has ever been impeached by his 
own party. If the unseating of Clinton, 
far-fetched now. should become a serious 
issue. It could be dcvasuting for Demo- 
crats— and possibly cost them control of 
Congress for the first time since 1953-54. 

However, the most likely political ef- 
fect of the charges circling the President 
is to hurt the Democrats slightly this 
November and to hurt Clinton more if and 
when he seeks a second term m 1996. If 
some of the allegations against the Presi- 
dent gain credence, he might not run for 
reelection. and the chances of strong 
opposition in the primaries would grow. 
Indeed, of the four Democrauc Presidents 
before Clinton, all but the assassinated 
John F. Kennedy faced tough pnmary 
challenges to their renomination. Weak 
New Hampshire showings forced Truman 
and Johnson to retire in 1952 and 1968. 
and Carter, after surviving a pnmary 
challenge, was ultimately defeated in 
November. 1980. 

Even the slock market and the econo- 
my could be affected by a major poliUcal 
sandal- especially one that generates 
impeachment talk. The 1994 stock market 
is already in a nose-dive— with politics 
part of the explanauon. It’s worth re- 
membeimg that back in 1973-74. as the 
embatUed Nixon Administration fought 
impeachment, its impaired management 
of the economy overlapped with a major 
recesaon and the biggest bear market 
since World War 11. Were a comparable 
financial crisis and economic slowdown to 
develop in 1994-95. this could cost Clinton 
the White House two years from now. 

Controversies now embroiling Clinton 
may seem umque. But the politics of 
«u»flrvHai are a familiar tale in U.S. history. 
While some lessons are encouraging and 
some aren’t, they re all worth keeping in 
mind as the various accusations and 
stones play ouu □ 
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A - neat sen .. 

i-etiioii. ai'.a \(>u cat; 

almost near me 
mpuiers ciick in me treasurv 
•creiarv s mma. lie gives an 
.’.swer. eauiiousiv, ottering not 
>midgen more than ne was 
repared to say. 

You look up. e-xpecung more. 
Then comes a puute smue — and 
lienee, the signal that the 
Mterviewer might as well go on 
0 something eise. 

The secretary paused when 
■aked d he was surpnsed bv the 
extent 01 the recent collapse oi 
ie siocK and bona markets — 
.nd. in keeping with his sivle. 
i:dn t answer aireciiv 
He said that ’an accumulation 
of things. ■ no one of which 

vouid separately have caused 
mv Jitters, led to the sell-off. He 
jnceaea that as the U.S. 
•conomv lorces aneaa. there is 
ess laie manuiactunng capacity, 
out that inllaiionarv pressures 
.ire bemg held in check by an 
excess oi capacity in Europe.'* 
Was he saving that the 
tinanctal markets had 
overreacted.* The secretary 
'.miied. “Let me phrase it the 
other wav: I think the econonuc 
fundamentals are still very good 
for growth, with a low inflation 
rate. The overall conditions are 
.IS good as I've seen them in a 
long time. 

■’.And hopenillv. this 
. orrection will give us more 


Bentsen Stands Out 
As Island of Stability 


continuity of growin over the next four years." 

Just a few months ago. the Washington rumor 
mills whisperea that Bentsen. now 73. would 
probably leave his post soon, that the department 
was reallv being run bv Deputy Secretary Roger C. 
Altman, ambiuous to succeed him. 

But today. Bentsen looks like an island of stability 
in an otherwise emoattJed Clinton admuustrauon. 
.Altman got entangled in the Whitewater affair — and 
the talk of Bentsen leaving, to be replaced by 
Altman or anvone eise. has faded. 

Any other course would rattle global flnanciai 
markets aireaav concerned by their percepuon that 
Clinton's attenuon to governing has been diverted 
by the Whitewater affair. ‘But that will pass," 
Bentsen promised. 

“We’ll maKe progress on our agenda." Bentsen 
said. ■‘We re going to get a health bill, although like 
any major piece oi legislauon. there'll be changes." 
Members of the Senate Finance Committee — which 
he formerly chaired — told him after a caucus last 
weekend that “there s got to be somethmg" that will 
get through Congress. 

Bentsen reported that at a recent White House 
meeting of Repubbean as well as Democratic 
members of the Senate Finance Committee. 
Minonty Leader Roben Dole joked that ’Vhat we 
want IS the Bentsen bill." a less inclusive health 
reform package offered by Bentsen when he was ui 
the Senate. 

To which Vice President Gore rejoined; “What we 
want IS the Nixon bill" — a reference to a far-seeing 
health reform proposal made by Richard M. Nixon 
when he was president. 

If there is one area where a bit of pessimism can 
be detected in an otherwise optimisuc Bentsen 
overview, it is the fading prospect that the Japanese 
government will agree to boost its domestic 
economy— hence, internal consumer demand — by 
“net fiscal stimulus of any consequence, because of 
the strong influence of the career people at the 
Ministry of Finance." 

His interviewer senses that Bentsen deems a 
strong fiscal expansion by Japan — lower taxes and 
higher spending — as a better way to resolve the 
econonuc dispute with Japan than a focus on narrow 
or sector -bv-sector trade issues. 

But Bentsen won't engage in a pubbe dialogue 
with other Cbnton aides who push for 
’results-onented" agreements on specific products 
and services. Bentsen is clearly not the spark behmd 
the adminisiraiive reinvocation of the Super 301 
provision ol the trade law. 

.As trie aairunistration s top policv maker on 
intemauonai economic issues. Bentsen heartiiv 
endorsed, when I asked him about it. New York 
fuiancier Feiix Konaivn s vnew mat huge additional 
amounts oi investment capital are neeaed to 



UOYD BENTSEN 

. . . "Well make progress on our agenda" 


support economic growth in the Third World — and 
that such growth is now the cntical “engine” for 
sustained economic growth in the developed world. 

In a recent conversation. Rohatyn said that 
finaxxnal markets “are the only umbibcal cord that 
bnks us to the Third World." He suggested that the 
opening of Third World markets to investment 
capital may be even more unportant than opening 
them to traded goods. 

Bentsen is on the same wavelength. In a March 
18 speech in Los Angeles, he estimated that Asia 
alone (not including Japan) will need to spend $1 
trillion on power plants, highways and infrastructur:. 
of all sorts in the next decade. Despite high savings 
rates. Asia will need to unport capital. 

Then, there are needs in Europe. Afnca and Latr 
America. 

How can huge capital needs be suppbed.* Bentse: 
bebeves that more must come from the World Bam 
and the International Monetary Fund (and that the 
United States must pull its full weight ui those 
organizations). 

But he returns to one of his lavonte topics: the 
need to find new tax uicemives. as he did with lR-\ 
20 years, to boost U.S. s.ivuigs toward levels ui 
Europe and Asia. 

What does he have ui mmd? The enigmatic smiiv 
returns: We re gome to nave to stuav it ana fme 
some tnmgs. ' 
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’84 Ginton Panel Named as a Suspect 

RTC Asks Fiske to Probe Whether $60,300 in S&L Funds Was Diverted 


By Susan Schmidt 



Invcsogators for the Resolution 
Trust Corp. last year named the 
1984 Clinton gubernatorial cam- 
paign committee as a suspect in 
their criminal probe of Madison 
Guaranty Savings & Loan, ating evi- 
dence ui a detailed referral that the 
campaign may have consp ir ed to ille- 
gaily beneht from depositor funds, 
acoordmg to a source familiar with 
the case. 

One of the RTC’s 10 “criminal re- 
ferrals” on Madison, which have 
been forwarded to special counsel 
Robert B. Fiske Jr., seeks further in- 
vestigation into whether $60,500 m 

Madiaoo funds was diverted to the 
gnbematorul reelection campaign 
with the knowledge of campaign offi- 
dals. 

The investigators' interest cen- 
tered on an April 4. 1985. fund- 
raiser held by Madbon owner James 
B. McDougal at Gov. Bill Clhitoo's 
request to help the governor pay off 
a ^.000 personal loon used for the 
1984 campaign. They also noted 
that some contributions exceeded le- 
gal limits and urged further mvesth 
ganon of $10,500 in Madboo funds 
that may have ended up in the Clin- 
ton after p*— through 

vaiious Madbon accounts, inchxling 
one m the name of the Cli nton s' 
Whitewater real estate vesm 

The RTC referrals have been 
widely reported but their contents 
have not been known. The disclo- 
sure of the language used in descnb- 
bf the campaign's activities is the 
first indication yet of a specific alle- 
gation of possible wrongdoing in- 
volving the gubernatonal campaign. 

The referral also names Hillary 
RoiBiam Clinton as a poanble wn- 
ness. aung the close timing of the 
fund-raiser with her legal represen- 
tatioo of Madison before sute regu- 
lators appointed by her husband. 
The Clintons were partners with 
McDougal m Whitewater Develop- 
mem Corp.. and McDougal has said 
he paid Hillary Clinton s law firm 


j. “ • :nh help McDoueaj 
. . .. ' approval lor j 

man. 

r rt Ciinion ano Hillarv Clin- 
r. reoeauGlv have said ihev did 
. ithinc wrong in connection with 
‘.'.adisor T'r.ev nave oescn'oed her le- 
: ;i work tor me ihnfi as minimal, and 
.rrr.er Clinton aides have said he had 
10 involvement with handlmg the pro- 
•eeds trom the 1985 fund-raiser. 

The White House said yesterday 
;t .cujd not comment. •‘The special 
c.'unsei > looking into it." press sec- 
retarv Dee Dee Myers said. “We 
:on'i fjiow what's in the referral." 

'letsev Wnght. Clinton s former 
•;ivi 01 s'ait and manager of the 
1V8-; campaign, said yesterday that 
5he was unaware the campaign com- 
mittee was named a suspect in the 
probe. She declined to say whether 
she has received a subpoena from 
Fiske. but said she is furnishing cam- 
paign records at his request. She dc- 
a:.ned to comment furihff. 

Wright ana other Clinton aides 
have said that records documenting 
contributions from the 1985 fund- 
raiser cannot be located. 

A second RTC criminal referral 
mentioning the Clintons said ^t it 
'Hpcars Madison funds were divert- 
.. to me Whitewater venture a^ 
iescnbes the Clintons as “potential 
oeneficianes" but not criminal sus- 
pects. Whitewater was a real e^te 
venture louilly owned by the Cun- 
tons and .Madison owner McDougal 
and hb then-wue Susan. 

The RTC. the federal agency 
charged with disposing of failed 
S&Ls. routmelv invesugates such 
ihrttts for potential avil claims that 
could help recoup some of the 
payer-funded cleanup costs. The 
agency also looks into suspected 
cnromal wrongdoing and r^rs evi- 
dence II develops to tte TOI and 
federal prosecutors. The reietro 

do not necessaidy resuR m crimiaal 

charges. . . 

McDougal has said he suged the 
April 1985 fund-raiser at Chnloo’s 


request to help him oav off 3 
S30.000 personal ican Ciinton took 
out lor campaign purposes lust oe- 
fore the .Novemoer 1984 election. 
He won reeiecuon easily wim 63 
percent of the vote. 

The loan wzs made by the Bank of 
Cherry Valley, wnose president. 
Maunce Smith, served as Clinton s 
1984 gubernatorial campaign fi- 
nance chairman. The Clintons also 
had a loan for the Whitewater ven- 
ture at the bank. 

Some of the contributions ques- 
tioned by RTC uivesugators were 
made from checks written on over- 
drawn accounts or from the pro- 
ceeds of loans made for real estate 
or other purposes. 

The referral, according to a 
knowledgeable source, said B^dison 
co v ered overdrafts wntten on the 
account of Flowerwood Farms, a 
McDougai-owned company that 
sources said investigators describe 
as one of a dozen “shell corpora- 
tioiis” believed to be used in a check 
Idtiiig scheme to funnel money out of 
Madbon. 

The RTC investigators cited loans 
made to real estate ventures of 
Charles Peacock, a director and 
Madbon borrowe r , as another possi- 
ble source of money that ended up in 
the Clinton campaign. 

The Washington Post reported in 
December that a handful of $3,000 
c a shiers' checks generated at that 
fond-raber has been turned over by 
the RTC to prosecutors. One of 
those checks bears the name Ken 
Peacock, but Peacock, then a 24- 
year-old college student, said in an 
interview that be never contnbuted 
to Clintoa and knew nothmg about 
the origins of the check. Hb father. 
Charles Peacock, has said since that 
time that he made the contnbution 
in hb son's name. 

Ken Peacock b among the wit- 
nesses hsted on the referral along 
with several other persons whose 
names appear on $3,000 cashiers 
checks. They mchide fonner senator 
J.W. Fuihri^ (D-Ark.). who is ill 
and has been unable to comment on 
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RTC IVobers Named ’84 


— Clinton Panel as a Suspect 


the check, and Dene Landrum, who 
has since died. 

Under 1985 Arkansas law. the 
maximum dmiatun a candidate could 
accept trom each contnbutor was 
$1,500 per election. 

Fiske has been asked by the RTC 
to further investigate checks wntten 
to the Clinton campaign in February 
and October 1985 that appear to 
have caused overdrafts in the White 
water account at Madison and at 
Madison Marketing, another “shell” 
corporauon owned by Susan McDou- 
gal Those checks totaled $10,500. 
according to a source familiar with 
the referral. 

Those checks and checks generat- 
ed at the fund-raiser were deposited 
at the Bank of Cherry Valley. Fiske 
has subpoenaed Cherry Valley bank 
records. 

The treasurer of the 1984 Clinton 
campaign. L.W. “BiU” Clark, has 
been unavailable for comment on the 
campaign. Smith could not be 
reached yesterday. 

Clin»<m , lilf^ many p ^ K ririan^ USed 


money he borrowed from banks to 
contnbute to his various campaigns. 
The $50,000 borrowed in 1984 is list- 
ed as a personal contribution dated 
Oct. 29 on his campaign report 

State law requires that a caiq- 
paign also report the name of the 
bank, the amount of the loan and the 
name of any guarantor for personal 
loans donat^ to a campaign. There 
IS no such listing included in Clin- 
ton’s 1984 campaign documents. 

Rhonda Langster. director of elec- 
uons m the, Arkansas secretary of 
state's ofS^. said yesterday that it 
IS up to the individual candidate to 
volunteer that information. Other- 
wise state elecuon officers assume 
the candidate used savings, not bor- 
rowed funds, to cover the donation. 

State law also allows candidates to 
hold campaign events to raise funds 
to pay off bank loans as long as the>- 
file additional reports identi^g the 
names' of the donors. 

Staff wnurOiariesH Babcock 
contributed to this report 
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Bentsen Expresses Support for Treasury 


BrClayChandkr 


Traaurv Seoecary Uovd Bentsen sununonen a 
snuU group ai reporters to his office yesteraay 
moramg for an unusual bnefing to expre ss hts sup- 
port tor Treasury offinab who have cone under 
somr Bi oonnection with the Whitewater affair. 

The offidah. he said, "lave my fuD con fi dence as 
far as tfaev ntegnty and their ability and their eth* 
id.' 

Deputy Treasury Secretary Roger C. Altman. 
Treasunr Chief of Staff Joshua Sterner. Treasury 
General Counsel jean £. Hanson and former assis- 
tant secretary Jack R. DeVore Jr. have been subpoe- 
naed to tesdfy before a grand jury to describe their 
co mm u mdoon s with White House officials concern- 
ing a Resohioon Trust Corp. aivesogaooo of a failed 
.Arkansas thrift with oes to the Cbntons. 


It was Bentsen’s most explicit statement of sup- 
port for his staff sinoe a Senate Bankmg Comimnee 
heamg m Fefanaiy when Republican lawmakers 



The officials “have 
my full confidence 
as far as their 
integrity and their 
ability and their 
ethics.” 

— Treasury Secretary Lloyd Bentsen 


man and White Hook axles nvohrmg the RTCs 
haodfiBg of that case. 

Bentsen said he called yesterday's meeting to al- 
lay speoilanoo that the Treasury's effectiveness has 
been un denn a ed by a doud of “ramars and ques- 
txnsT about Whitewater. Bentsen said he and he 


work doaely with the White House to further Presi- 
dent Chntoa’s pohaes. 

*1 don't see it.* Bentsen said, when asked about 
reporu of tenaxm between the Treasury and the 
White House snce dis cJ o sur e s last week that two 
senior White House offinah called Atan an and 
Sterner Feb. 25 to ask whether the RTCs selec- 
tion of a pro minent Republican la wy er to mveso- 


gate the Arkansas thrift could be reacaide d . 

But although Bentsen lauded the performance of 
his staff in general be stopped wefl short of issumg a 
blanket endor s ement of tfaer conduct When asked 
whether he would vouch as enthusasocaly far the 
>idtmem" of he aides, he demured: *I would say on 
that one. they wish they hadn’t gone" to the meet- 
ings with White House offirials. be replied. *1 ttamk 
they've afi safo that” 

Later in the 45-minute sessKxt he made a pomt of 
co rTecb n g a reporter who suggested he had darac- 
tenaed the officials’ actions as ‘'appropr ia te."! didn’t 
use the word ‘ ap propr a te.’ ' he said. 

As d ui n na o of the RTC Oversight Board. Bent- 
sen a prohdated by law from ntervenng a any RTC 
case. On March 3. he issued a statement saymg he 
was not anrolved n any of the White House meetaigs 
nvolving the Arkansas thrift, and had no k nowledg e 


of t h em He also asked the Office of 
Govermnent Ethics to review Trea- 
sury's handbng of the matter. 

He joked yesterday that while a sen- 
ator he teamed the hard way about the 

impottance of takmg quxk acooo to 
counter per c eptio ns of ethkai mocon- 
duct, and suggested the White House 
codd hsve re s ponded more rapxlly to 
questions about Whitewater. 

Shortly after beconang chairman of 
the Senate Finance Committee m 
1987 . Bentsen was aiocaed for ofier- 
ng special breakfast m e e o ng s to top 
contributors to his reelection cam- 
paign. hut weathered the flap by 
pran^ canoekng the meetinfs and 
sayng hie d was a “doory* of a mwa k r 

At oenan omes duriog yesterday's 


briefing. Bentsen seemed to garnish . 
his praise with hmts of disapproval. { 
While expressing confidence in the ; 

of Hanson, for example, he i 
said that a September meetmg with ! 
ihen-Whilc House counsel Bernard i 
Nussbaum in which she told Nussbaum ! 
of a cnnunal referral mentioning the ; 
Ctaitoas. "yns m retrospea. certamly | 
a mistake. Do 1 fire her over that’* he ' 
asked. *No— unless there's more of it | 
than 1 know about* 

He added pomtedly that he is “damn > 
sure capable of firing people.” | 

Bentsen he abo joked about the po- I 
htied petite of keeping a diary. '! don t 

keep a di»T— I want that clearlv un- 
derstood.” he said with a laugh, a ref- 
erence to Stciier’s journal which spe- 
cial counsel Robert B. Fiske Jr. is 
using in his probe of Whitewater.” 

Ina taler tetephone mterview. Bent- 
sen sft * — that be had not intended 
to be stingy with hts praae. 

*1 have the finest staff in Washing- 
ton.” be said, “and I have every confi- 
dence tbit theyH contxnie to be as ef- 
fective n the future as they ve been 
prod u cti ve in the pasL* 
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Ex-Fugitive 
S&L Oiief 


G)nvicted 

Md. Financier Guilty 
On 11 Fraud Counts 


ByPaulW.Valentme 



BALTIMORE. April 1— Former 
fugitive Tom J. was oonvia- 

ed today of stealing millions of dol- 
lars from his Bethesda-based thrifi 
that he used to boost a failmg real 
esute empire and then to support a 
lavish lifestyle on the lam overseas. 

U.S. Distna Judge j. Frederick 
Motz found Billman guilty of 11 
counts of wue fraud a^ mail fraud 
and acquitted him of Hve other* 
counts in the seven-week trial. 
There was no jury because BiPman 
had requested a trial by judge. 

Bill ing . 53. li yte*^ intently for 
almost an hour as Mots annoimoed 
the verdicts. The financier, who has 
been tn custody since March 3. 
1993. when he was arrested in Par- 
is. spoke briefly to his lawyers and 
slMok their hands before he was led 
away by U.S. marshals. 

MoCa set senrenang for May 25. 

ttaiman 3 fnartiwiim 

sentence of 55 years' im pr a on m enL 
Because he is a first-ome offender, 
however, the five-year terms for the 
fraud counts are unlikely to be im- 
posed consecutnrely. 

Prosecutor Barbara S. Sale said 
she will seek a “subsuntial fine” 
against Billman. She said federal oiB^ 
dais are still trying to determine 
how much money Billman has 
stashed in various banks. Investiga- 
tors have said that be may have as 
much as S22 million in secret ac- 
counts m Switaerland. 

Btlhnan. at one time the principal 
owner of the now-defunct Communi- 
ty Savmgs & Loan Assodaboo. u 
Bethesda. joms several other savmgs 
and loan industry executives who 
have been convicted of defrauding 
thousands of depositors in the Mary- 
land savings and loan crisis of 1985. 
It could not be determined tmmedt- 
ately if he will seek an appeal 
Two other former Community ex- 


ecutives. Clayton C. McQuistion and 
Barbara A. McKinney, were acquit- 
ted in 1992 of many of the same 
charges that Billman was found 
guilty of today. 

It’s a real vindication.” said U.S. 
Attorney Lynne A. Battaglia. Mary- 
land's top federal prosecutor. 

BOlman. indicted with McQuistion 
and McKinney in 1988. fled the 
United States late in 1988. accord- 
ing to investigators, and lived lavish- 
ly under as«imed names for four 
years in Europe. North Africa and 
South America. 

He captained two yachts in the 
Mediterranean Sea and traveled ex- 
tensively. keepmg one step ahead of 
poiioe until a tipster informed au- 
thorities that he was living in Paris. 

After he was captured. Billman 
fought extradition to the United 
States. He won of conspir- 

acy and racketeering charges in a 
French court but was returned to 
the United Sutes to face 16 fraud 
charges related to information in 
mail and telephone calls that prose- 
cutors said furthered Billman’s 
sdieme to loot accounu at Comimi- 
nity. 

News of high-risk S&L invest- 
ments and lax state regulations ui 
early 1985 in Maryland led to public 
runs at several thrifts, including 
Community, and nearly toppled the 
ihdustry before regulators stepped 
iO and froze accounts at many 
branches statewide. 

: Community's collapse stranded 
more than 20.000 debtors with- 
out funds until the Maryland Irtsar- 
anoe Fund Corp.— created by the 
state legislature on an emergency 
basis — bailed them oul 

State and federal prosecutors ob- 
tained convKtiofis against a dozen 
executives at several S&Ls. includ- 
ing former Old Court Savings & 
Loan president Jeffrey A. Levitt, 
who was recently paroled from a 30- 
year sentence for steahng $14.6 mil- 
Uon from depositors. 

The Community indictment, cul- 
minating a comptex three-year ui- 
vestigation by U.S. Postal Service 
inspectors, charged Billman. 


McQuistion and McKinney with con- . 
spuing to divert the bulk of $106 
million from Community depositors' 
accounts in 1985 and 1986 to help 
save a nationwide real estate invest- 
ment venture called Equity Pro- 
giams Investment Corp. (EPIC). 

An additional $28 million, accord- 
ing to prosecutors, went to Billman. 
McQuistion and McKinney m phony 
payments for positions they served i 
in several interlocking corporate en- 
tities tied to EPIC. When EPIC be- I 
gan losing money. Billman and oth- | 
ers drained money from Community I 
depositors' accounts to cover losses, 
knowing the money was not likely to 
be returned, prosecutors said. 

Billman and other executives i 
“turned Community from a savmgs i 
and loan into an ATM for EPIC.” 1 
Sale said today in final arguments i 
before Motz. 

Billman disappeared in December 
1988 after a Montgomery County i 
Circuit Court jury found him. 
McQuistion. McKinney and other | 
Community officers liable for $112 I 
million in civil damages for the 
thrift's collapse. The award was 
overturned later by the Maryland 
(^ourt of Special Appeals because a 
clerk acadentally had placed docu- 
ments m the jury room that had not 
been admitted as evidence. 

Billman did not testify during the 
federal court trial here. His attor- 
neys. John Fornaciari and Robert 
Diach. argued that Community’s de- 
mise was caused not by illicit 
schemes, but by a severe slump in 
the real estate market and by depos- 
itors’ panic in the S&L crisis — prob- 
lems beyond Billman's control 

Fomadari said that Billman might 
have used bad judgment m some of 
his busmess dealings with EPIC but 
that he did not conumt a crime. He 
had "no guilty knowledge." Fomaa- 
ansaid. 

The attorney acknowledged that 
Billman fled the United States usuig 
false names and passports, but con- 
tended that he did so because he 
feared being prosecuted and unfair- 
ly. 


Q 

I 
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TtUlowing 
In Whitewater 


Th» bas MX been a tnumpoam Whitewater 
week for tbe press. Our pr opoeaes ot presa- 
dcsnal dooo were looking flimsier by tbe day. 
Owr credibility seemed to be sodong fasL 
The fidde pobhc. tbe new polls tell us. is 
ralhmf by tbe milhons to tbe Clintons' de> 
fense. Their popularity racings are up sgii^ 
caatly: 70 percent ai our countrymen think 
weS« gone otf the deep end by payng far 
moec anentaon to ibis affair than it deserves; 
oeaiiy twoAbirds have tittle or no idea what 
tbe fvss IS all afanoL 

Pollkans who have been fenoe-sitnDg for 
montlss have scre wed up enough courage to 
challenge— politely, of co u rs e our rush to 
judgment. Mistakes m our reporang are being 
admowftsdged. grudgmgly in some cases. Cor* 
rectaons of the record are begintting to appear. 
The Wltfte House danns to see bght at tbe 
end of Uie dark Whitewater tmmeL Led by the 
president, it has taken tbe offen s iv e . FoOofw* 
ing reles.ie of the president's tax teenras. The 
Washington Port e n n ee d e d that Tax Records 
Back Clinroo AccounL* 

A* full-piige ad in the New York Tunes on 
March 29 declares: “WE INTERRUPT THIS 
NEWSPAPER TO GIVE YOU THE FACTS." 

It is a rebuttal to vsious aOegataons madedn 
the press and is m^ied by about a hundred 
Democratic partimns and political junkies in* 
chidittg Char fes Manaft. Carol B er man . Tony 
Coelho. Midgw Cootana, Franklin D. Rooae* 
veh m. Carol Tnckcr Foreeaan. Anne Weikr 
and other Docabiea. among them the Waakinr 
ton sporu unpawaino Abe Pdllin as well aa 
Tony Randall ami Joenne Woodward. 

RevisioiiiBa hna set in abott aopy tele- 
phone calls made by George Scephanopooloe 
to Treasury offieitls ower the hsing by the 
Resolutian Trust Carp, of s partisan Repntali* 
can. Jay Stephens, to handle poittble dvil snitt 
ansng out of the coHape e of tbe Madfeoo 
Guaranty Savings asd Loon. Those cttls made 
a big story with smister omtooes— obalrae* 
tion of jusboe?— last mesk. k is a lerecr tale 
today. Soon after h *ww pnhiahed. Rep. Jkn 
Leech, the Iowa Rep uMk an who ialeBd ipg the 
Whitewater charge, ru i n i m i wd the aermn* 
DCia of the calls. They were "pretty naturtt." 

he bmL “. . . 1 dunk it wonld be premature to 

draw too heavy ooochmioo^ from them. 

Houm Speaker Tom Foley agreed. Marha 
Fitswacer. preea aecretare to former pna* 
dent Ge<^ Bush, also driradfd ^fldi a nn * 
wwAi * His » » * **i«w to the Stepkena luring, be 
Slwas “pretty nonnaL I have to admit that 
if yon stand in George S tephan opon l os's 

shoes, it would be a knltt ddfimh not to be 
nrprired a nd outraged by \ 

Earlier, dm Repubben psorjBRh. Bary Gold* 
water, had urg^ Repuhkemm in Conpeea to 
got off the proMient’s back. 

N e w a we ek maguine ate ctw ea^ in the 
umek owtf a etory dammg Hittary Qintoo had 
put no money into a commodto ea marhet deal 
ttet euned her a $99.000-plus profit in 1978 
and 1979. The story relied heavily on quotes 
from a law profea s oc at Columbia Univenity. 
Marvm A. Chirelsteta. He supposedly de- 
scribed the oommodicies coup as a “sweet- 
heart dear and sail Tt doesn't look wonder* 
fuL does itT Chirelstem denoimced the story 
as “false and irresponsible.” 


at Newsweek’s 
tion of his remarks. The magaanr^s Wa 
ton bureau chief. Evan Th cmaa, sai 
rose from a “tnanaderttaMin 
Tf we need to make an apol 
the White Home at the end of al th 

wilL* The apology was mada a day hicr. 


s chief comoemor. Tix 
zue. bad ns own story this week, 
details about Whitewater that 
came from “sources doee to” Robert Bu Fiske 
Jr., the Whitewater spedsl coiinad. Fi^ 
/•haiutiy wi Tune's claim to have a mole ittide 
his shop. He said be was upset and UisUah ed 
by tbe story and has been assured by bia ttiff 
that DO such leak had oocnrrel Time stnefc to 
lU guns, but tbe challenge to its rehsbility was 
psrt of an cmergmg pattern in recent days in 
wtakh the press itself is being acruanaed and 
pot on the defensive. 

The Peat piihiishwi a piere in most of its 
editioos on March 23 in which the a s a ori a tr 
White House counsel William Kennedy m. 
was represented as having admitted that he 
■ consciously employed a ruse to avoid acniODy 
of his failure to pay Social Security taxes for 
the family's nanny. A retraction was publiihed 
by 11m tbe foUowing day. noemg that the 
story “omitted a key word.* He had Inof 
admitted to any effort to conceal the problenL 

WiSam Safire of the New York Tunes 
caused some journalistic ducking on Monday 
with s cahmiD— "Readittg HiUsry's Mind”— 
wmten in Hillary dintao's voice: a stream of 
oooacionneaa account of her fears of bemg 
expoeed as so svarkfoua yuppie. It was great 
but where, one asked, does a joumal* 


a icnaiaiMioe man. may have mastered the art 
on fereip sail the Himalayas perhaps. But he 


Chrisioptaer Hanson, a co rr esp o n dent lor 
tbe Seattle Pott-lntelhgencer and a columnist 
for the Colunilaa Journalism Review, sighed in 
an opmd pieoe in the Times: ”We are in the 
age of tabloidixation. Tlmre mnst be a hook far 
the boobo mm , (But] there's stiO tinm to hope 
that the same foroea that unfeashed aB the 
b|pe and shallow coverage any also prompt 
flonm repoctcra to dig harder. Who knowi? 
Someday we may actttdly leara if there it a 


From London. Siman Hoggazt of the Mao* 
Chester Guardian, opined; The world leaks 
on. fesiing that its leader win be poialyred by 
eventt of scant interest or si g nifir a nCT to 
anyone at all— perhapa this tin 
the Beltway.* 

Many d eca d es put. Walter 
mmded jminialists that “every new ipi pfr 
when it readme the re a der is the result of s 
whole lerms of selections u to which items 
shatt be primed, in what positioa they shsB be 
printed, bow much space each should occupy, 
what each shall have. There are no 

objective standards here. There are oonven* 
ons.” 

We are sD aware of the cooventioo that 
admonishes us to be watchdogs and. if neces- 
sary. attack dogs.* I am not aware of any 
conventiaa that cautions us from tune to tune 
to cool iL Bm in this case k may BQC be a bid 
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Was Hired 

Fjr Inquiry 

For a Reason 


By STEPHEN LABATON 

ipccwi lo riw vom Timn 

WASHINGTON. April 1 — The Re- 
publican lawver whose appoimraeni 
10 head part ol ihe Whiiewaier mves- 
tigation prompted cries of outrage 
from the White House got his ) 0 b in 
part because the agency conducting 
the investigation was worried aboui 
appearing too lenient, officials at the 
agency said today. 

The lawyer. Jay B. Stephens, is a 
former Republican prosecutor and 
critic of President Clinton. Officials 
I at the agency that hired him said they 
{ chose him to examine the Madison 
' Guaranty Savings & Loan Associa- 
f lion as a defensive maneuver. As one 
• official put It. the agency, the Resolu- 

I lion Trust Corporation, “bent over 
backwards" so it could not be viewed 
^ as being soft on the White House. 

I The appomtment was sharply cnti- 
I cited by White House advisers, and 
• Mr. Clinton suggested last week that 
I it came about because the agenev. 
which IS the the independent Federal 
office charged with unraveling the 
• savings and loans collapses of the 
19M's. was under the control of Re- 
publican bureaucrats. 

"Everybody who works there was 
appointed by a previous Republican 
Admmisirauon." Mr. Clinton said in 
his news conference on March 24. 

An Altman Appointment 
In fact, the appomtment of Mr. 
Stephens was made by an agency 
committee and approved in February 
by the trust corporation's general 
counsel, Ellen B. Kulka. who had ar- 
rived there only a month earlier and 
had been selected by a Clinton ap- 
pointee. Deptny Treasury Secretary 
Roger C. Altman. Announcing her ap- 
* pointment on Dec. 23. Mr. Altman 
said. "Ellen is an exceptional attor- 
ney with a great deal of experience 
with laws pertaining to the thrift ui- 
dustry." 

Senior White House officials have 
acknowledged that when they learned 
of the Stephens appomtment in Feb- 
ruary they complained to the Treas- 
ury Department about IL Prosecutors 
involved in the investigation of Mr. 
Clinton's investment m the White- 
water Development Company m Ar- 
kansas have been taking testimony 
from senior Administration officials 
before a Federal grand )ury to deter- 
mine whether any laws were violated 
by the White House's complauung 
about Mr. Stephens. 

Criticism Was Exp e ct ad 
Officials at the trust corporation, 
who would speak only on uw condi- 
tion of anonvmity, said that Ms. 
Kulka and other officials were con- 
cerned that no matter what the agen- 
cy concluded about Madison, it would 
be criticized either by Democrats or 
Republicans, and that the only way to 
insulate it would be to pick someone 
with strong credentials that showed 
no ties to the White House. 

“We knew we were goum to be 
nailed for whatever we decide." said 
one senior official at the trust corpo- 
ration. Another Federal regulator 
knowledgeable about the selection 
process said: "They were trying to 
find the safest firm they could get and 
avoid the .appearance of someoodv 
who was at all sympatheuc to the 
White House. They bent over back- 
wards to pick someone beyond re- 
proach." 


Ex-Bank Owner Convicted 


BALTIMORE. April I fAP) - The 
owner of a failed savings and loan 
was found guiltv lodav of embezzling 
millions of dollars and fleemg to Eu- 
rope. where he was captured last 
March. 

The former banker. Tom Billman. 
faces up to SS years in prison and an 
undetermined fme. said an assisunt 
United States attorney, Barbara Sale. 

Mr. Billman was arrested m Pans 


after five years as a ii.knuv^ 
charges that he stole $ 
from Community SavinkN anu i ..... 
based m Bethesda. Md Cummui.n 
eventualiv failed and was taken <>v 
by Federal regulators m tn- . 

Judge J Frederick .\ioii ui n- 
Federal District Court here four : 
him guilty of tl ut ihr lb cuun 
agamst him. 
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IN THE LINE 


THE SCANDAL WIDENS 


OF FIRE 


Only days after Clinton avowed a new openness on Whitewater, the 
scandal moved closer to home, with the special counsel looking into 
reports that Stephanopouios tried to influence the investigation 



Stephanopouios: Blowing off steam, and nondental denials 


:ni Till K.\- 

ceoiiun ol his 
wtic. Bill Clin- 
ton has no 
closer senior 
.luviscr man 
iicorcc stepn- 
•inoDOuios in tiic crucioic oi a 
‘iirouicnt cainouicn. Clin- 
ton came to oeocna ncaviiv on 
Mconanotx)ujo> > l omoinaiion 
' I TiLior inieiicci anu political 
instinct Ana in a world wnerc 
:'ro\imitv 1- power the JJ- 
• car-oia son oi a oreek Ortho- 
:c\ priexi noiu> lortn in tnc 
Aork soace ciosesi to tne presi- 
'lent. aoioinine tnc i^\al Othce 
■nrouen a onvaic amine room 
\ow It aoDcars tnat Clinton s 
most trustea aiuc nas loined me 
.cnetnenine list ol tnose caushi 
;p in tne U hitewater scandal. 

'•career loid Nkwswfek and 
•tnrr news orcaniiations that 
'••'onanonouios nan two onom 
•nsersations last hch 25 that 
constitute aii .ittemot ti> 
t'strui t a roeuiatorv invesiie.i- 
'lon ol Maaison L>uaraniv. ttu- 
:aiita Arkansas 5t-L at the 
murKv center ot tne aitair A ae- 
raiica aiar% kept nv a Treasure 
1 H-nartmcnt aiac ana turnea over to soeciai 
■ i>unsel Hooort p'iske. uesenoes at least one 
•: tne conversations sources sav tnat aur- 
le.v: tnc can — tine to lleputv ircasurv • 
-c!3!^ hcHier Altman tne otner to Ireasun 
nieioi a.;r iosiuia Mcinv - sfeonannoou- 
• .I'kcu anoul i:ic oosMUiiiiv oi removmi; 


lav Mephens. a prominent tormcr Republi- 
can prosecutor nired bv the Resolution 
Trust Corporation mvestiaate ci\ii 
i laims aeainst Madison ' 

The latest revelations came onlv in hour- 
.liter tne nresiaent s most e'aooraic attemn' 
tree Ills aaministration irom 


Whitewater in a pnme-time 
news conierence last Thursaav. 
Clinton coniidentiv aiiirmea a 
new willineness lo answer ail 
lecitimatc questions aoout me 
aliair so that 1 can co oack to 
work dome wnat I was nireo to 
du ' But tnc allocations aeamst 
bteonanotwuios orouent tne m- 
quines into tnc aaministration s 
conauct in Whitewater closer lo 
tnc Oval Othcc tnan ever oe- 
lore — and piuncca tnc White 
House oack into a irenrv oi aam- 
ace control Clinton s aomestic 
acenoa. aircaav imocaea nv ail 
tne talk ot cover-uo ana aeceit. 
mav now oc in aancer ot siaiiinc 
complete! v To make matters 
worse, the wiaemnc scandal 
raised new tensions ana mutual 
distrust amonc an cmoattled 
White House staif That s wnat 
IS most upsettme m.if neopie 
are attackinc cacn otner savs 
one worried aaviser 

Lntil .Marcn 1‘rM l..\ ste- 
onens nad oeen me L -> attor- 
ney tor tnc District oi coium- 
Dia. He d also nevn pursumc a 
cnmtnal mvesticalioii >'i Rep 
Dan Rostenkowski tor aiiecea 
misuse OI House runas \\ hen 
tnc mcomm<: Clinton .•ammistration 

souent me resienations «>i aii meumoeni 
L’ S attorneys stconens imoiicu mat m* 
was oeinc lorcea out to protect me power- 
lul W.ivs ana .Means cnairm.i:: .vicoraim; 
to sources stcDnaiiiiiHiuios w i- uirnvis or. 
hji. 2' wnen m- ir.irnra tn..i ''ii pnen" 
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...un 

• ar conaic: . « 

: :u* moNt n*ucnt;.ui\ namacmc oi me Twn 
5 iH \v,«s t.> >teincr a:i oiu incnfl irom me 
..moaicr; >-.t'nnanooouio' aCKno\vieaae> 
Misinc me is^ue wim 'sterner, out savs he 
.as m- memo!^ mauinnc aoout Me- 
;men> ' nistcr ! -' as ouzziea and biew on 
•cam over me umaimess oi me oecision. 
'•ennanopouiv*' \rwswEF.K. out no 
.ddcu tjncf i cot me tacts trom losh. that 

• e.aeo m*’ matter tar a> I was con- 
Muen oi tne conversation, sav'. 

"'.eonamirHJuiO' concerned .\ltman s aeci- 

• a>n tt» rccu'-c nimseit trom RTC deiibera- 
•ions invnivinc .Madison .Mtman nad oeen 
r-eouKCd t" h'.'OUDncan>* on the senate 
■;sanKinc committee mat week alter ai- 
snowiedcinc tnat hed met with senior 
\\ hite House start earlier tnat month to 
discuss Dotentiai civil actions atiainst Madi- 
-?n But Steiner scneduled to lestirs beiore 
■r.o W hitewaier crano lurv this week. ma\ 

•ner a uiiierent recollection oi the eonvp'- 
- .non in a oian- nc turned over to Fiskc 

That same oav accordinc to sources, atc- 
rnanonouios also raised the Stephens issue 
with Altman, who was also servine as ac:- 
mtt neao oi RTC This time. Stephanooou- 
los was loined bv deputy chici or start Har- 
old Ickes .\ knowledtteable source savs 
either 'iicDhanopoulos or Ickes— it is not 
clear wno- asked about sackinc Steonens 
Is there anvtninc tnat can be done ’’ one oi 
them reponedlv asked .Altman .\aain. sie- 
phanopouios savs he has no memors' ol 
suen a uuesiion. Nor does ickes. 

The \\ hitc House savs Clinton learned ol 
the pnone calls onlv last Fndav News ol the 
conversations, nrsi reported bst Saturoav 
rw The Washinaton I'ost. sent a new lolt o: 

an.'ueiv mrouen me White House New 
presidential counsel Llovd Cutter said it was 
penectiv natural tor oihcials to e.xpress 
surprise at Stephens s appointment, and 
cautioned aaainst olowinc the matter out ot 
proportion But he also took pains to dis- 
tance tne administration trom tne calls b\- 
Ickes and Stephanopouios saxme that he 
liidnt ininK tnev were authorized under 
White House txiiicv Other olhciais said on- 
vateiv tnat tne two did notninc more tnan 

protest a t'latlv inapnronnaie hinne decision 
!w RTC It s not iiKc we uon t like Heoubn- 
an- FiskeisaKePubiicaii. - ivs one senior 
.idvis.-! Hut tnis i!uv hold a ores- comer- 
,-Tuc to acnise Bill Clinion oi a secret plot i.' 
ictndoihim 

l^si week - event- coniinucd the U hitc 
Hmi-e- iroiibiinc oattem m Whitewater 
lenial loiiowcd m imcments oi aisciosun 
t.iaims Ml (»T>enne— are repeatediv tainteo 

.-vuicruT mat ii na- aciuailv ocen worv- 


Stephens: The obicet of displeasure 



Protest or inappropnatc call? 


me naroer u» l ontmi and contain damaain<- 
iniormaiioii. .Vionc with me pnone calls. .• 
cluster ol otner is-ues has turned scandal 
manaaemcni into a lull-time lob at tht* 
White House New ones mav crop up; oth- 
ers mav tadc But lor the moment, these 
probicn.- are dnvinc Whitewater; 

Fmancial QimsImiis: The release ot the 
Clintons lomi-withhcld ta.\ returns trom the 
iai« Tik seemed to establish that thev losi 
monev on ihc- O/ark vacaiion-nome oevel- 
opmeni inev c«*-«m neo with Sf-Lopcnwoi 
lames .Mclioucal. Bin il also pnwided de- 
'..uls aoout Hillarv Rodham Clinton s lucra- 
'ive llicr in the callle-iutures market iboxi 
Mthouch the deal i- eomplelclv local, it car- 
ries me whirt Ol nvpiKnsv tor a couple that 
amoaiftncu in I‘t*)2 aoain-i creoti — 
-t-L abuses insider traoinc public lyrticial- 
•.vho used their rvisiiion- i«» ennch them- 
selves Her cixod lonune came mrouch a 
: nendship wn n a iaw\*rr tor one ol t he stale - 
.arcesi and mo-t inliuential emolover- 
I hr nnanciai di-4 iosurcs aiM' evoked ih« 
•»\i-i .iitraciivr .i-peri ol Clinton - rsiliiicai 

••rMMkiirv ni' i.ienriv lor e«»n\ eniriif e\ • 
-..•x: -ui ;i a im*m*-n* c.iiiie .11 in» i iinr-o.e 

•fpiicj pr*— * •niereiii • \*. ii< n 

;-:ainen '.tial ne *i m i-co me e-tinuie ol lii- 
Whitewater io— e- iiownward •trom aiMMit 
-Ttl.nim Io -Ao.otim l•e^au-e caiiev- oi hi- 
mother - .uiiooiocrapnv reminded him ttvii 


Annum: He rebuffed the inquines 


hau actualU Com •" o;iv ncr 
hou-i Accurate or not it coniiircci memo- 
nes Ol an earlier Cbmon one wm. -lKlocn.^ 
rcmcmocrcd his mduciion noiici 

Altman sChantine Tune: I m oepn'v ire;:-- 
urs- socretars keen- itcnrr;uin-.: rv a 'O-p- 
cions aoout improper W hue lloie-c mvon - - 
mem in the Maoison prone l-i-i "mm. nt 
oriercu a lounn correction m . onurcs-iona. 
testimonv on hi- contact^ with me W hue 
I lou-e rctaroincihe Ma(iiM*n iiiveMicatiori 
He oricm^ IV told the >enaie Baiikinu Com- 
mittee mat lie rcmcniiH-mi oniv one W hiu 
House mcetinu-.. heads up -e-sion u 
iiiscuss nomine more man procedural uue- 
iions aoout nvil suits aeainsi me oaiik All- 
man later amended hiscomment- m inciuoc 
what he said were two bricl hall" av comer- 
saiions with the men White Hou-e counsel 
Bernard Nussoaum and Ickes N.m .Mtman 
siN-s me discussions were more extensive 
and imoived his desire to recu-e nimseii 
trom RTC investieat ions whicn iiemu it m< 
enooiFcbruan 

Mtman is also raoioU ivromim: .i man 
without allies iince Fiske- operation 
reearded a- airtiehi Clmionnes s.ispeci 
that me onemal leaks diseiosinc me tuo 
phone calls under invest icatiim came trom 
the Treasurv Depanment Ihcir -urmisc 
oniv adds to tensions 
between .Altman and 
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Rsfce: A deal with Clintons accuser 

the White House aides, bmidine ever since 
lie coniesseu the heads up session to tnc 
senate and then publiciv recused himscii 
wuhout intorminc Clinton aides. 

The Republican Inqu^: The administra- 
tion s new dithcuities will turther-enerttize 
consressional Hepublicans who aireaox 
smell blood. U ntil last week, the most visible 
tace ol COI* antaconism on Whitewater was 
^en. .-Vlionsc D'. Vmato. who has had his own 
ethical problems. That was before Hep. Iim 
Leach, an Iowa moderate who radiates 
.Vlain street Republican probitv. took the 
House floor to make two dramatic charecs 
that the Clintons are not tellinc the truth 
about losine monev in the Whitewater ven- 
ture. and that the administration tampered 
with the investication ot Madison, owned h\ 
lames McDouiui. the Clinton s panner in 
the Whitewater iand development Federal 
investioators believe Madison accounts 
were Grained bv McDouoal to subsidize oth- 
er business interests, includmc Whitewater 
Leach put up a trasile case tor his 
nrst allesation. Lsine RTC doc- 
uments. he notes $70.000 passed 
from .Madison affiliates to 
Whitewater dunna one sw- 
month penod in 19S5. But his 
thesis tnat the Clintons pocket- 
ed Madison cash is unproven 

He ottered more disturbinc 
evidence tor his cnarse oi politi- 
cal intenerence. His stronsest 
c.xhibit was a sheai oi notes trom 
lean Lewis, the cnnunal investi- 
eator who led the .Madison in- 
quirs'in RTC's Kansas Citv. Mo., 
othce. She charsed that supen- 
ors in W ashineton pressed her to 
ittnore eviaencc tnat the Clin- 
ton‘ Whitewater venture 
tiiaveu a sicnmcant role in drain- 
:nc .Maoison N .iccuuni' Mom 


Leacti: Dramatic charges in the House 

tcliinB was Lewis s account oi a Feb. 2 meet- 
,inu in wnicn RTC atiomrv .\pril Breslau 
told her the aeenrx- was unoer pressure m 
conclude that Whitewater did not contnbutt 
to .Madison s losses "bhe tcit like thev want- 
ed to be able to provide an honest answer' ' 
I.CWIS quoted Hresiau but that there were 
certain answers mat thev would be happier 
about, nccausc it would cot them oH thc 
hook. 

\ccordinc to her notes. Lewis told Bres- 
i.iw she believed that the Clintons benehted 
irom a cneck-kitinc seneme tnat drew mon- 
•■V ironi Madison into tnc loundennc 
Whitewater development . sne cued no evi- 
dence ol the Clintons complicitv But she 
wondered wnv thev apparentiv asked m» 
iiuestions ol .MclXiuoai. who assumed their 
interest paxmienison \\ htlewate^lanalnth(- 
lnld-i9hus oespite ms own hnancial diificui- 
ties "Wouldn t vou Question the source ot 
the lunds beineused to vour oencni'*" Lewis 
asked. Breslaw nas denieu Lewis s account 


Clinton's accuser s;htmi counM i Fiske 
busv in Uasnineion nnrsuiin: U hue House 
revelations, inav n.ive cameo important 
crouno in .VrKansa^ wnen tie cut a ueai 
with lormer Little Rihk municioai coun 
ludee Daviu Hale Facine trial on iraud 
anu conspiracv rnanic'. Haie i>ieaded 
euiltv. hopinc tor icment scntencinc in ex- 
chance tor testimonv on Whitewater. The 
aereemeni allows Fiske ti. ouestion the 
one neure in me ariair wno direetlv ac- 
cuses Clinton Ol uToncdoinc Hale, wno 
ran a ledcrailv bacKcd itnanei- eomnanv 
has cnarced that in IsiSf* Clinton pressured 
him to mane .i s^oo.ooo loan tn .i tirm 
owned bv .McDoueals wiie: dllO.lXMi was 
lunneicQ to Whitewater. But Fiske has oie 
crcdibiliiv problems. .\ new (leneral .\e- 
countinc Office repon on Capital .Manace- 
ment Scmces. Hale >> hrm. snows he se- 
cretlv owned I I ot the "7 companies to 
which he made loans 
The unenoinc tnckle oi bad news has 
Civen wav in tne \N hue House to a bleak 
.icceptancc mat Whitewater is now a rxermn- 
nent part ot the administrations political 
landscape 'The question is. can we continue 
to make procress with Whitewater as back- 
crouno music’’" asks one senior otiicial. For 
the moment, the answer is ves. Some issues 
still have constituencies that outstrip politi- 
cal problems caused by the scandal. Last 
week the outlines ot a compromise on health 
rctorm becan to emerce. and a maior educa- 
tion inituitive settinc national academic 
cuidelines passed the Senate. 

Yet Whitewater is torcinc tne adminis- 
tration to work doubiv hard tor victones it 
should already have in hand Clinton was 
countinc on passaee ot the S22 billion enme 
bill before the press conference, to demon- 
strate tnat Whitewater nas not swamped 
his iecislative acenda but \\ hue House 
lobbyists and Democratic concressional 
whips, consumed with staxmu off 
Whitewater neannes. allowed Republicans 
to sain the procedural advan- 
tase and denv Clinton a bill un- 
til after Easter. One top Repub- 
lican stratesist says continuinc 
uncertaintv aoout Whitewater 
will make it more difficult tor 
Clinton to form maionties on a 
ranse ot issue- ‘ Because the 
question i- what s next and 
how low can ne co’ " he said 
“People on the Hill will hence 
iheir bets and thev do that bet- 
ter than anvonc ' The bad news 
lor the president -and the 
countn — IS that until the new 
questions cet answers, all bets 
could be Oft 

fill ; i ! H(i| I uirn linn i ims 

ilU H 1 IfM \N l.l I \\HH C.I n - 
.TO .M \i:k Hf»» \N II I ;• 
u.i\m*rrrM anci 1 .1 \ s > • 
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Hillary’s Cash Cows and Other Sweet Deals i 


T he tax returns re- 

leased last week by the , 
White House contain no 
smoking gun. But according to i 
Marvin .V Chirelstem of Co- 
lumbia University Law School. , 
they do contam clear evidence 
that Hillary Clinton made a h- 
nanoal killing in a sweethean < 
deal in cattle futures. The deal 
!0 itself was legal— but Chirel- 
stein says Mrs. Clinton never 
put up any money of her own. 
Because it was arranged by a , 
lawyer for TVson Foods, a ma- j 
jor pla^r in Arkansas, it j 
smacks of poliucal favoritism. 
Tt‘s one of those things— I 

somebody gets put mto a good I 
thing." Qiirelsteui said. "It‘s , 
harmless, but it doesn t look ■ 
wonderful does it?** 

Chirelstein is one of four ! 
outside experts chosen by the 
White House to brief reponers 
on the Clintons 1977. 1978 and | 
1979 tax returns. The Clintons 
made S98.977-S26.541 in 1978 I 
and S72.436 in 1979-by trad- 



' uNjntiiH - monxit powrr.M' 

Lucky inwstor First Lady 


ing in commodity futures. The 
trades were made at the step- 
by-step direction of lames 
Blair, a Clinton friend and an 
outside counsel for Tyson 
Foods. Chirelstem says that 
the Clintons pigp’backed on 
Blair s brokerage account. 


Blair and the Clintons' law- 
yer. David Kendall have told . 
The New York Times that Mrs. I 
Clinton had her ow*n brokerage « 
account and that she assumed 
real financiai risk in the deal . 
Chirelstem says he saw no evi- I 
dence of hard nsk. There 
weren t any checks." he says. 
This fellow Blair seems to 
have said. *You can have a £rac- i 
uonal interest in my trading in j 
these cattle futures. If I make ^ 
money, you get a share. If I i 
lose, vou have to take vour * 
share of the loss’." 

Chirelstem said he knows of • 
no contract that required Mrs. 
Chnton to repay su^ a loss, 
which means her "investment " | 
could be considered by some to ■ 
be a gift. Republicans are I 
bound to wonder whether 
Blair, whose business interests j 
were dependent on state gov- 
ernment. would ever have de- ■ 
manded that a loss be covered, i 

Chirelstem also said that 
James McDougal. chairman of i 


Madison Guaranty Savings 
and Loan and the Clintons 
panner m Whitew*ater Devei- 
oproent Corp.. assumed the 
Clintons sh^ of Mliitewater 
interest payments three years 
after they went m business to- 
gether. .As a result, the Clintons 
essentially paid no part ot 
Whitew’ater costs irom 1981 to 
1990. .Althouoh documents re- 
leased by the White House m- 
dicate the Clintons paid $7,826 
in Whitewater mterest and tax- 
es between 1981 and 1990. 
Chirelstem says these pay- 
ments covered the costs of a 
model home built on the 
Whitewater tract —a house the 
Clintons sold at a small proht. 

The bottom ime. m Chirel- 
stein s tally. IS that Clm- 
ton IS still overstating his 
Whitewater investment. Clin- 
ton has revised the figure 
downward, ftnm $68,880 to 
$46,636. Chirelstem says the 
real total is no more than 
$38.809— and if he's right, the 
Climons had two sweetheart 
deals back to back. ' 

Rich Thoma» m Watkmmon • 
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The Washington Post 


Leach’s Whitewater Assertions Contradicted 


By Ruth Marctis 

*-WlllM>ralP<IMi>UgWwMT 

Two ^pnior offictab of the Resolu- 
tion Trust Corp. yesterday denied 
Uut thej Ipd asked an agency inves- 
tigator! Id claim that the Clintons' 
Whhevis^ real esUte investment 
was not responsible for any losses to 
Madison (Guaranty Savings & Loan, 
the faitaa thrift owned by the Clin- 
tons’ pfr^ in Whitewater. 

Rep.*^ Leach' (R-Iowa), the chief 
House 'itivestigator of Whitewater, 
said in[^*q>eech on the House floor 
last week that a lau^er from the 
RTC’sSmdquarters in Washington 
visited dUnsas City, the regional of- 
flee investigating Madison. To pass 
on the message” to the senior White- 
water jpvestigator that "Washington” 
wanted to make such a claim. 

Lea^ identified deputy chief ex- 
ecutive!! ^icer John E. Ryan and 
gener^”counsel Ellen B. Kulka as 
the officials who sought that state- 
ment. ^ a statement would allow 
Presidcat and Hillary Rodham Clin- 
ton torassert that their bad invest- 
ment dkLnot result in losses to tax- 
payer^Leach said. 

In a 'letter to Leach yesterday. 
R^ and Kulka said.”. . . we are 
quite sure that neither of us has giv- 
en any such instructions to RTC 
staff.” 


Ryan and Kulka asserted that ”no 
pressure has been exerted by the 
Treasury, the White House, or my 
other source in the Executive 
Branch concerning the p^mmance 
of our responsibifities with respect 
to Madison Guaranty or Whitewater 
since either of us joined the RTC.” 

In his statement. Leach noted that 
the RTC investigator who was 

pressing to have the Madison case 
referred to the Justice Department 
for possible criminal investigation 
felt she was under pressure from su- 
periors. He said the investigator 
sought whistle-blower protection so 
she could talk with Whitewater spe- 
cial counsel Robert B. Fiske Jr. 

The RTC officials said Leach may 
have hurt the investigation by releas- 
ing what they said were confidential 
documents and encouraging RTC 
staff to speak about a pending case. 

In an interview, Leach said he had 
quoted accurately from a memoran- 
dum asserting that a senior attorney 
had conveyed that request from Ryan 
and Kulka. ”Whether or not they or- 
dered that attorney to say that. I 
don’t know ’he said. 
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RTC Asserts RuhhdVs Father-in-Law 
Helped Cause Madison Guaranty to Fail 


By KE.VNETH H. Bacon 

Staff Repontr of Tiic W au. Stbsst Jovknal 

WASHINGTON - The Resolution Trust 
Corp. contends that transactions between 
Madison Guaranty Savings & Loan and the 
fatber in law of a former Qlnton adminis* 
tration official contributed “to the insol- 
vency and failure" of the thrift 

Madison is at the center of a contro- 
versy over Bill and Hillary Rodham Clin- 
ton’s real estate investment in Whitewater 
Development Co. The RTCs comments 
about Seth Ward, an Arkansas business- 
man and father-in-law of Webster Hubbell, 
who recently resigned as associate attor- 
ney general, show that the government's 
investigation covers far more than the 
aintons' dealings with the Little Rock 
thrift and its former owner. James McDou- 
KAl. 

In a letter to Sen. Dale Bumpers (D.. 
Ark. I last year, an RTC official said that 
.Mr. Ward "participated in a series of 
transactions involving Madison Guarani 
land Madison Financial Corp., a subsidl- 
aryl which enabled those entities to dr ' 
cumvent federal laws and regulations.” 
The letter from Peter Knight, the RTTs 
acting director of government relations, 
further suted that “these transactions 
involving Mr. Ward, among others, led to 
the insolvency and faUure of Madison 
Guaranty in 1969.” The letter was obtained 
from the RTC. the federal agency formed 
to dean up the thrift industry. 

Reached in Little Rock yestenUy. Mr. 
Ward referred inquiries to his attorney, 
who said: “The statement is emoeous.” 
Mr. Knight's allegations suggest that Mr. 
Ward may be the subfect of the govern- 
ment's efforts to pursue dvil or criminal 
cases against people who may have con- 
trihaied to Madison's failure, which cost 
U.S. taspayers $66.8 million. But Mr. 
Ward’s attoniey. Austin Jennings Sr., as- 
serted that he doesn't believe his dicnt is 
the subiect of govenunent investigations. 
Mr. Ki^t is on leave this week and ; 
couldn’ t be re ached for comment | 

The RTTs letter came in response lo a 
May 1993 complaint about the agency from 
Mr. Ward, who had just agreed to pay the 
RTC over $340,600 to settle a lengthy legal 
dispute. Mr. Ward wrote to Sen. Bumpers, 
who sent copies of Mr. Ward's tetter to 
three top White House offidab from Ar 


kansas: Chief of Staff Thomas McLarty, 
Associate Counsel William Kennedy, and 
Vincent Foster, who was deputy counsel 
when he committed suidde last yw. 

Sen. Bumpers sent a letter of his own to 
Deputy Treasury Secretary Roger Altman 
and former White House Counsel Bernard 
Nussbaum. John Lyford. Mr. Bumpers’s 
press secretary, said copies of the letter 
went to top White House officials to call 
their attention to the senator's request for 
an administration review of the RTCs 
litigation polides. 

Nobody in the White House responded 
to the Bumpers letter. Mr. Lyford said. In 
fact. Mr. Altman, whose term as acting 
RTC chief ended yesterday, didn't respond 
for three months. When he did. he used a 
governmrat version of the old "dog ate my 
homework” excuse. “The RTC dog appar- 
ently ate your letter of several months 
ago.” he told Mr. Bumpers. 

The RTC released the letters in re- 
sponse to a request under the Freedom of 
Information Act. 
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GAO Report Finds Insider Problems 
At Banks Often Contribute to Failure 


WASHINQTON-Problems with insider 
transactions at banks are prevalent and 
frequently contribute to bank (aUures. the 
General Accounting Office said. 

The congressional watchdog agency 
said its analysis of the 286 banks that failed 
in 1990 and 1991 showed that insider prob- 
lems were contributing factors in 175 of the 
failures. In 74 of these cases, it said, 
insider problems were the main cause of 
failure. For the Bank Insurance Fund, the 
federal ageno' that insures bank deposits, 
tosses associated with the 175 failed banks 
totaled S5.4 billion, the GAO estimated. 

Insider problems consist of fraud by 
insiders such as bank officers and direc- 
tors. insider abuse, and loan losses to 
insiders. 

Ftaud. a criminal act. was found by 
Federal Deposit Insurance Corp. investi- 
gators in 367( of the 286 bank failures 
analyzed, the GAO said. Insider abuse. 


which falls short of fraud and occurs when 
an insider receives personal benefit from 
some action taken in connection with his or 
her role at the bank, was identified 417c of 
the time. Loan losses to insiders were 
found in 28% of these failures. 

In reviewing 13 banks that are still 
open, the GAO said that 10 had been cited 
for insider violations. “As they had been in 
the failed banks, preferential interest 
rates on loans to insiders and insider loans 
that exceeded legal lending limits were the 
most frequently cited insider violations. ' 
the agency said. 

The GAO also said that insider prob- 
lems identified by federal bank examiners 
often went uncorrected from one examina- 
tion to the next. 

The GAO. which conducted its insider 
study in response to separate requests 
from the chairmen of the House and Senate 
Banking Committees, recommended that 
federal bank regulators include a thorough 
review of insider activities in their next 
examination of each bank under their 
jurisdictions. It urged regulators to ensure 
that bank directors understand their re- 
sponsibilities and take corrective action 
where appropnate. 

The Office of the Comptroller of the 
Currency said it agreed with the GAO's 
recommendations and plans to act accord- 
ingly. 

However, the FDIC and the Federal 
Reserve, while in substantial agreement 
with the GAO s report, said they "already 
have policies in place to address these 
recommendations. " the GAO said. But the 
GAO reiterated that there are additional 
steps these two agencies can take. 
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Lending firm searched by federal agents 
on findkig almost 90 percent bad loans 


*^nOM COMBW4ED DISPATCHES 

LITTLE ROCK, Ark. — Federal 
agents searched the office of a 
lending company linked to the 
Whitewater-Madison affair last 
\-ear after a Small Business Ad- 
ministration (SEIA) review showed 
almost 90 percent of the com- 
pany’s loans were delinquent, ac- 
cording to documents released 
yesterday. 

Federal agents searched the of- 
fices of Capital-Management Ser- 
vices Inc. on July 21. 1993. David 
L. Hale, president of Capital- 
.Vlanagement. was indicted two 
months later on charges of con** 
spiring to defraud the SBA %vith 
two other men. and lying to the 
SBA. 

Hale pleaded guilty to two 
charges last week in a plea agree- 
ment 

After the indictment, the case 
became linked to President Clin- 
ton when Hale charged that Mr. 
Clinton — and James B. McDou- 
gal. his partner in Whitewater De- 
velopment Corp. — pressured him 
to make an improper SBA kian to 
Mr. McDouipl’s then-wife, Susan, 
another Whitewater partner. Mr. 
Clinton and Mr. McDougal have 
denied the accusation. 

The affidavit filed to justify the 
search of Hale’s office was not 
made public until yesterday, when 


US. District Judge Stephen M. 
Reasoner authon^ its release. 
Federal prosecutors had earlier 
sought to keep the affidavit sealed, 
but Whitewater-Madison special 
counsel Robert B. Fiske Jr. offered 
no objeaion when news media 
representatives petitioned to have 
It released. 

The Washington Times last year 
reported the loan problems of 
Capital-Management and the 
questionable loan to Mrs. McDou- 
gal. 

The affidavit stated that an SBA 
examination of Hale’s company 
showed that as of Nov. 30, 1990. 
loans totaling more than S2.4S mil- 
lion. or 86 percent of the loan port- 
folio. were delinquent. Some of 
those loans had been delinquent 
for up to S3 months. 

The affidavit also indicated that 
the review showed that the com- 
pany. set up to make loans to "dis- 
advantaged" people who other- 
wise would have trouble obtaining 
them, had violated various SBA 
rules and regulations, including 
lending money to "a non-disad- 
vantaged small concern.” 

The $300,000 loan to Mrs 
McDougal was never repaid, and 
at least $110,000 of it was depos- 
ited in a Whitewater account, ac- 
cording to federal records. 

That loan was made for a mar- 


keting comply Mrs. McDougal 
owned. Madison Guaranty Sav- 
ings and Loan Association was 
owned by Mr. McDougal. Mr. Fiske 
is investigating, among other 
things, the financial ties between 
Madison and Whitewater, and 
whether Madison funds were used 
to finance campaigns of promi- 
nent Arkansas politicians, includ- 
ing Mr. Clinton. 

The loan to Susan .McDougal. 
who later divorced Mr. .McDougal. 
was approved in late March l98o, 
deposit a month later in a .Madi- 
son checking account and trans- 
ferred to a separate Whitewater 
account, where as much as a third 
of it is believed to have been di- 
verted to another venture — 
Lorance Heights in Little Rock. 

Mrs. McDougal. facing un- 
related embezzlement charges in 
Los Angeles, has said she does not 
recall receiving the $300,000 loan. 

Hale, a former Little Rock mu- 
nicipal judge, said Mr. Clinton and 
Mr. McDougal pressured him dur- 
ing meetings in Little Rock in Feb- 
ruary and March 1986 for the SBA- 
back^ loan. He said they told him 
they had financial difficulties and 
needed cash. 

He said they knew she did nut 
leg^y qualify for the SB.A loan, 
which was for disadvantaged ap- 
plicants. 
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Hillary’s expertise 
made millionaires 
of the Clintons 

Her other deals outdid Wliitewater 

3v Jerrv Seper their assets were put into a blind 

anc Micr.aei neages trust managed by Boston-based 

•«E AiASHiNcrcN TIMES Els sex Investment Management 

: Co., is estimated at more than Sl.2 

Hillar>' Kodham Clintons com- million, according to financial ex- 
modities deals in 1978-79. when pens familiar with the Clintons 
she turned a SI. 000 m\’estment assets. 

into a S 100.000 profit in 10 months. President Clintons assets 
are indicative of her long-standing amount to only about S125.000 and 
role as the financial wheeler- include individual retirement ac- 
dealer in the Clinton family. counts and Louisiana state bonds. 

From selling shon on health He has never exhibited much 
care stocks while on the stump at- savvy — or interest — in master- 
tacking the health care industry to ing household cash flow, 
her bluntly worded power-of- “it's like in anv familv where 
attorney request of Whitewater one person handles the family fi- 
DevelopmentCorp.panner James nances and the other person 
B. .McDougal. Mrs. Clinton has al- doesn’t." said White House Press 
ways been out front when it comes Secretary Dee Dee Myers "He’s 
to handling the Clintons’ cash. always been more interested in 
’’I haven't seen the individual polic^' 

(commodity) trades, but anybody Mrs. Clinton’s worth, however, is 
who is a novice and can run Sl.OOO estimated bv experts at more than 
into $100,000 IS either one of the $i million. It includes shares in Liz 
greatest geniuses in market his- Claiborne Inc.. Box Energy Corp.. 
tory or had some ver>- good ad- JCBY Enterprises Inc. and Wal- 
vice.” said Radoslav .Artukovic. a Mart Stores Inc. plus Arkansas 
successful stock specialist in Los slate bonds. IRAs and her partner- 
Angeles. ’’It is in the realm of pos- ship interest in Value Partners I 
sibility. but It strains credulity." Ltd. 

Mr. McDougal. owner of the Mrs. Clinton s successful corn- 
failed Madison Guaranty Savings modities trading was described 
and Loan Association, said dunng March 18 in the New York Times, 
a Feb. 9 interview on ABC-TVs The newspaper said that starting 
Nightlme ’. ’’If there was any just before Mr. Clinton’s election 
business to discuss. I discussed it as governor in 1978. Mrs. CUnton 
with .Mrs. Clinton and not with the entered the market with the help 
eovemor ” of a fnend who was the attorney 

Mrs. Clinton s dealings have for Tyson Foods Inc., a cnicken 
proved beneficial to the couple's processor and one of Arkansas 
bankbook. As the Clintons' bread- most powerful and heavily reg- 

winner, she: ulated companies. 

• Sucessfullv assembled a stock The commodities investments 

portfolio to push her annual in- began within six weeks of the time 
come into the six-figure bracket, the Clintons’ agreed to join a pan- 
including a S2 12.000 income in nership with Mr. McDougal and 
1990. his then-wife. Susan, in Whiie- 

• Helped establish about water, a development of 230-acres 

S"5.000 in stocks for daughter along the White River in the Ar- 

Chelsea. kansas Ozarks. The financial ties 

• Sought to set up a stock- between Whitewater and Madison 

buying partnership described by a are now under a federal grand jur>* 
Liale Rock stockbroker as having investigation led by special coun- 
a hidden purpose. sel Robert B. Fiske. 

• Set up the Whitewater part- Money Magazine, in its April 

nership in the Arkansas Ozarks edition, has estimated that the 
structured to enable the Clintons Clintons owe $99,858 in back taxes 
to receive half the profits with lit- and interest "due to questionable 
tie or no investment. deductions ” (or me Whitewater 

Despite warnings vesterday by venture. The White House has said 
White House Counselor David the Clintons owe nothing, 
liercen to "keep in mind her pro- The successful commodity 
tessional life ” before denouncing trades were made with the assis- 
Mrs (. Union u.> a iinancial hustler, tance of James B. Blair, a success- 
.ume nnanciai exDeris. com- ful commodities oroker and a Clin- 
:n«»duie> ‘mder^ and others ne- ton coni idant wno at tne time wa- 
iieve me nrst iadv mav oe me ulti- general counsel tor tnc I vson op 
mate deal maker eration. oased in bpnnguaie. .ArK 

But her six-figure income as a .Arkansas records show the 
lawyer at Little Hock s Rose Law Tyson company was the benefi- 
Kirm and q spectacular run at ciarv* under then-Gov. Clinton of 
commodities* trading have turned several favorable enviromental 
me coupli^ into millionaires The regulations, gov'emment-guaran 
C Unions net worth in July, when teed loans and the appointment ot 
i company executives on state 
boards and commissions 


.Mr. tiiair nas contirmed that ne 
guided .Mrs. Clinton in her com- 
modities deals, which had never 
been publicly disclosed prior to 
me .New Abrk Times article, but 
denied any wrongdoing. He said 
ne neiped .Mrs Clinton oecause 
<:ie was a triend. not oecause snv 
was married tu me governor 
The trading was conducted dv 
Robert ’ Red" Bone, who managed 
the Ray E. Friedman brokerage 
firm, or REFCO. in Springdale. 

.Mr. Bone worked at Tyson for 13 
years and traded commodities fu- 
tures for the company. The Com- 
mottles Futures TVading Corp. 
twice disciplined him and once 
banned him. Tyson Foods and its 
president. Don Tyson, from per- 
sonal trading for a year, accordmg 
to published reports. 

He was disciplined by reg- 
ulators both before and after his 
dealings with Mrs. Clinton for. 
among other things, allocating 
trades to investors after he had de- 
termined whether they were win- 
ners or losers. 

Commodity TFaders Consumer 
Report Editor Bruce Babcock told 
the Wall Street Journal: •'Tb make 
100 times your money is possible, 
but it’s difficult to understand how 
a newcomer could do it. I don t 
care who is advising her. it just 
isn’t very likely." 

“The combination of Mrs. Clin- 
ton’s quick profits and Mr. Bone s 
record caused Commodities Fu- 
tures Forecast Editor Philip Got- 
thel to conclude in an interview 
with USA Tbday that "switching 

(crediting trades to different cus- 
tomers after those trades have 
gained or lost) could have been 
part of her success.” 

A commentator yesterday mor- 
ning on National Public Radio said 
the commodity transaction rec- 
ords released Tbesday by the 
White House would indicate that 
.Mrs. Clinton was ’one of the most 
successful novice investors ever ' 
"It would be the equivalent of 
going to a craps table and runmng 
1.000 up to 100.000; it is unheard 
of.” said one major investment 
manager who is also a director of 
numerous companies. 

A commodities broker in New 
York said that a hundredfold in- 
crease in Mrs. Clintons portfolio 
over a 10-month period wrould have 
spurred others to stay in the mar- 
ket. instead of abruptly quitting in 
1980 after Chelsea was bom. 

"The rate of increase for Mrs 
CUnton in her mvestment. if ear- 
ned over a fouryw penod. would 
have been a profit to her of 5100 
bilUon. ” the broker said. "That po- 
tential gain would have kept a lot 
of players in the game." 

Mr. Artukovic added that sev- 
er^ professionals on the Pacific 
Stock Exchange have been asking 
why Mrs. Clinton — when on such 
a successful run — quit trading 
"Millions oi people have tried 
this, and almost none nave sue 
ceeued. When tnat happens, it : 
usuallv a proiessionai witn grea; 
expertise.’ he said. “This i.s tn*. 
equivalent of hitting the lutterv 
number of times. 


rorrfiVvi/cca- ow 
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Behind these storage doors in Little Rock. Ark., were boxes of 
records from Madison Guaranty S&L that were thrown out in 1990 

Some files from Madison S&L 


abandoned, loaded in dumpster 


t.iven their us.set base at the 
■ime. t::e last thine an inN-estment 
wi.unseior would nave told them is 
*he commodities mar- 
ket. .he said. "You can iose two or 
three times what \-ou invest. What 
possessed her to do that?" 

*3w enforcement 
olficials looking into the White- 
water-Madison affair have said 
th^ are asking the same question. 
Thei’ also are concerned about 
possible conflicts of mterest m- 
wlving Mrs. Clinton s ties to Value 
Partners and a stock pannership 
known as Midlife Investors Inc. 

Value Partners is an investment 
group that “sold short" on several 
health care stocks after the Clin- 
tons moved into the White House 
By the time of the sale. Mrs. Clin- 
ton had actively taken charge of 

the president's health care task 
force. Selling "short** is the prac- 
tice of selling shares not held for 
future delivery m anticipation of 
buying the shares later at a re- 
duced price. 

In December 1992. Value Part- 
ners had SI. 2 million invested in lU 
health care stocks, or about 13 per- 
cent of Its total portfolio. The po- 
tential conflict focused on accusa- 
tions that, as the head of the health 
care task force. Mrs. Clinton's pub- 
lic statements about health care 
and price controls depressed the 
price of shares in health care 
stocks, making the shares avail- 
able at a reduced price. 

The W'ashington Post noted in a 
March 18 repon that some of the 
Value Partners short sales oc- 
curred after the Clintons moved 
into the White House. The newspa- 
per said previous administrations 
had put their holdings into a blind 
trust before takmg office — not six 
months later, as in the case of the 
Clintons. 

.Midlife Investors is a partner- 
ship set up m 1983 by Roy R Drew, 
a broker working at the time at the 
E.F Hutton office in Little Rock. It 
involved Rose Law Firm partners 
Webster L. Hubbell. the former as- 
sociate attorney general who re- 
signed earlier this month, and Vin- 
cent W. Foster Jr, the late White 
House deputy counsel whose body 
was found July 20 in a Virginia 
park 

The Clintons tax returns show 
the partnership never yielded 
much taxable dividend income, a 
finding that surpnsed Mr. Drew, 
now a private consultant. 

In Apnl 1983. about four years 
after Mrs. Clinton had parlayed 
the SI .000 into SIOO.OOO in the com- 
modities market, she approached 
.Mr Drew and asked for beginner s 
advice on stock investing. 

"I didn't realize that Hillary had 
anv other securities expcnence.' 
said Mr Drew, now an investment 
anaivst in Little Rock "She didn t 
earn* nerseif as someone expen 
enced enouen to have made 
SIOO.OOO in tne commodities mar- 
ket. She was saying Teach me. . 

"The otner thing I don't under- 
stand IS whv they were coming to 
Kov Drew^at E.F Hutton when she 
clearly'had a number of very ex- 
peric:'.ceu contacts in the finqpciai 
world.' 


LITTLE ROCK. Ark. (AP) — 
Boxes of records from a savmgs 
and loan at the center of the 
Whitewater investigation were 
abandoned in a rented storage 
room and then dumped in the 
trash, the rental company's 
owner said yesterday. 

Ralph Bozeman, owner of 
Storage World, said an employee 
! who managed the storage space 
j threw out about three or four 
boxes left behind by Madison 
' Guaranty Savings & Loan in 
• 1990. 

I Mr. Bozeman said his records 
! show that Madison rented the 
' space from Jan. S. 1989 to May 
I 16. 1990. 

I On that date. Madison moved 
j most of its records out but left a 


few boxes behind. .Mr. Bozeman 
said the manager. Carroll Lee. 
told him there was "stuff left 
over.** and that he was unsuc- 
cessful in reaching anyone at 
.Madison. 

Storage World kept the rec- 
ords for SIX weeks despite re- 
ceiving no further payments 
from Madison. 

Mr. Bozeman said Mr Lee 
"tried to auction off the prop- 
erty. but nobody wanted to buy- 
old bank records.** He said .Mr 
Lee then threw the unwanted 
boxes away. 

Mr. Lee did not immediatelv 
return a phone call seeking com- 
ment. 

Federal regulators seized 
Madison in 1989 
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Scandal consistency 


^ 4 T am in a sense reluctant, but 1 was convinced 
I that these persistent rumors which have gone 
X for so long and have occupied the attention of 
news media both here and abroad indicate that the 
inquiry should be taken.” 

Yss, that was House Speaker Ibm Foley talking 
about a scandal that threatened to envelope a pres* 
idency. But no. he wasn’t talking about the "rumors" 
and the "attention of the news media” as they relate 
to Whitewater. He was talking in 1991 about that 
monument to conspiracy theories, the “October Sur- 
prise." Remember that one? 

Democrats do. They were in no sense reluctant 
about launchii^ a much-publicized investigation 
into a hypothesis that only a Beltway Democrat and 
the New York Times op-ed page could love. It went 
something like this: Out of fear that then-President 
Jimmy Carter would pull an “October Surprise” and 
win the fi^dom of the 52 Iranian hostages just in 
time to help him wm the 1980 presidential election, 
campaign officials for Ronald Reagan were alleged 
to have met with Iranian officials to delay the release 
until after the election. 

It was an implausible theory to say the least, 
based as it was on the notion that Mr. Reagan was 
willing to sacrifice the hostages’ freedom for rea- 
sons of political expediency. But it got to be a very 
trendy notion in Democratic circles about the time 
President Bush was about to seek re-election, only 
to be found absolutely baseless in the end. A few 
quotes, all from a sii^e story in the Aug. 6. 1991. 
New York Times and including one that has already 
appeared here in part, may help capture the fiavor 
of the times: 

■ "These allegations are both persistent and dis- 
turbing. We have no conclusive evidence of wrong- 
doing. but the seriousness of the allegations, and the 
wei^t of circumstantial information, compel an 
effort to establish the facts." 

— House Speaker Ibm Fbley and Senate M^yori- 
l>- Leader Gwrge Mitchell in a joint statement 


announcing formal congressional mvesnganons mto 
the October Surprise. 

■ “Can this story be believed? There is no ‘smok- 
ing gun’ and I cannot prove exactly what happened 
at each stage.” But the aliegauons of numerous cred- 
ible sources “have many disturbing implicaoons for 
the U.S. polibcal system." 

— October Surprise theorist Gary Sick. 

■ “A coordinated investigative effort m both the 
House and Senate can quickly get to the bottom of 
these rumors. There may be people out there with 
informanon which has not come to light thus far. A 
congressional investiganon may prompt them to 
step forward, and I hope they will.” 

— South Carolina Rep. Butler Derrick, a Democ- 
rat. 

■ “There was enormous reluctance in this inso- 
tubon to proceed. America doesn’t need another 
scandal, and the dimensions of these allegabons are 
so serious that there are advantages for no one. But 
in the final analysis, there really was no choice. This 
IS central to the responsibility of Congress." 

— New Jersey Rep. Robert Tbmcelli. a Democ- 
rat 

What a difference three years makes. Democrats 
have consistenby dragged their feet on the need to 
investigate the \^tewater controversy now raging 
about President Clinton. Indeed, House Banking 
Committee Chairman Henry Gonzalez actually 
called off a required hearing for fear that ranking 
Republican member Jim Lea^ would ask adminis- 
trauon officials quesbons about the matter. Mr. Fble^' 
and Co. held out against special hearings on White- 
water as long as they could, and sbll have not agreed 
to set a date for them. 

Perhaps Mr. Leach could point out. as Mr. Ibrri- 
celli did. that while America doesn’t need another 
scandal, it is the central responsibUit>' of Congress 
to invesbgate failed S&Ls and government programs 
so much a part of the Whitewater scandal. Come to 
think of it. he already has. 


/2Z9/ 



4832 


The Washington Times 
March 31, 1994 

Questions for the next encountei 


1 

I 


PALX CRAIG ROBERTS 


Shift of 
funds 
the key 
issue 


B crore President Clinton 
holds his next press con- 
ference. perhaps the 
toothless White House 
press corps will have vis- 
ited the dentist for a set 
of dentures. NormaUy equipped 
with fang and claw when a R^ub- 
lican president is the target, the 
White House reporters couldn't get 
a fingernail on 
the Whitewater 
issues. 

Members of 
the press corps 
could sharpen 
up their gums 
by doing a little 
research on the 
issue that now 
defines their 
beat. Those cov- 
ering the White 

House need to learn that White- 
water is not about how much 
money the Clintons lost on their 
real estate investment. 

TTie narrow question is whether 
the Clinton-McDougal partnership, 
known as the Whitewater Develop- 
ment Corp., became a slush fund fior 
diverting money to meet Mr. Clin- 
ton^ personal and political needs. If 
so. did the diversions of money vio- 
late banking, campaign and tax 
laws? Whether Mr. Clinton lost or 
made money on the real estate deal 
has no bearing on this question. 

More broadly. Whitewatergate is 
the de^^tion associated with the 
suspicion that Mr. Clinion organized 
the sute that he governed in ways 
that benefited his political ambi- 


Fbr example. Mr. Clinton dra- 
matically altered the way tax- 
exempt bonds are issued in 
.Arkansas. Prior to 1978. there was 
no central issu^ authority. Mumc- 
ipalities. counties and state agencin 
issued their bonds directly, and this 
allowed some abustt. In 1978, 
Clinton succeeded in centralizing 
the issuance of some of the bonds by 
creating the Arkansas Housing 
Development Agency. 

This agency was the forerunner 
to the Arkansas Development 
Finance Authority, created by Mr. 
Clinton m 1985. AJDFA was a “bond 
bank” that gave Mr. Clinton's 
appointees supervision over most 
tax-exempt financings. 

Prior to 1978. Stephens Inc., an 
old-line Arkansas bond underwriter 
dating back to 1933. handled 60 per- 
cent to 80 percent of the bond issues. 
But Stephens Inc. wasn't a cam- 
paign contributor, and once Mr. 
Clinton gained control over bond 
issues. Stephens’ share of the cen- 
tralized financings dropped to 33 
percent during 1978-H5 and to 1ft 
oercent during 1985-92. The firmV 
role as ieao manager uropoed t( 
less tnan .S percent of the bond 


issues. 

The bond business that Stephens 
Inc. had had went to E.F. Hunon. 
Pame U'ebber and Goldman Sachs 
The April 4 is.sue of the New Repub- 
lic savs bond underwriters chosen 


by .ADFA contributed about one- 
fifth of Mr. Clinton’s 1990 guberna- 
torial campaign fund and that Gold- 
man Sachs raised millions fbr Mr. 
Clinton's presidential race. Gold- 
man ^chs co-chairman. Robert 
Rubin, is Mr. Clinton’s chief eco- 
nomic adviser. 

Another interesting develop- 
ment occurred in the Arkansas 
bond business. In 1983. Mr. Clinton'^ 
friend and contributor. Dan Lasater. 
a restaurateur later convicted on 
cocaine charges, shows up as a bond 
underwriter. In 1985. he was 
allowed to handle a S30 million bond 
issue for a state pobce communica- 
tion system, despite being underbid 
by Mr. Stephens on price and 
despite being under investigation 
at the time. Mr. Lasater made 
S7SO.OOO on the deal before being 
sentenced in 1986. In 1990. he was 
pardoned by Gov. Clinton. Patsy 
Thomasson. who managed Mr. 
Lasater’s business while he was 
incarcerated, is a senior official in 
the Clinton White House. 

Whitewater Development Corp. 
and the statels bond business don’t 
appear to be the only activities that 
were shaped to fit Mr. dintonk polit- 
ical needs. Former Judge David 
Hale says he ran his Small Business 
Ad minis tration loan business in a 
manner that produced cash flow for 
the state’s political powerful, includ- 
ing Mr. Clinton and his business 

partner. Mr. McDougal. Mr. Hale 
was indicted for fraud and is now 
testifying to a grand jury about Mr. 
Clinton^ involvement 

Whitewater^te is also about a 
cover-up. Whitewater documents 
were purloined from a dead man's 
office; a Resolution Tbust Corp. 
investigator says she was pressured 
to turn in a false report clearing the 
Clintons from any entanglement in 
the Madison S&L case; and there 
are reports of document shredding 
at the Rose Law Firm. 

Hillary Clinton brought her 
three principal Rose law partners 
and her mentor from her Watergate 
days to Washington, ensconc-ing 
all in top positions. Fourteen 
months later. White House Counsel 
Bernard Nussbaum has resigned 
under pressure. Deputy White 
House Counsel Vincent Foster is 
dead of suicide. Associate White 
House Counsel William Kennedy 
has been “reassigned” under pres- 
sure. Associate Attorney General 
Webster Hubbell has resigned 
under pressure. 

That's too many casualties for an 
honest busmess loss. 


Paul Cram Roberts.' a distni 
euished tellnw oi the Cato Insn 
tute.is a cotummst tor The Wash 
in/iton Times and is nationally 
syndicated. 
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martin schram 


A bdacauon — at can be born ot 
/\ monves noth noole and nec- 
essarv. But that didn't 
X jLappcar to be wnat was 
nehind the sad spectacle we wit- 
nessed the other night; A White 
House press corps abdicating its 
responsibUiw at F^sident Clinton's 
prime-ume news conference. 

We saw a White House press 
corps flailing but failing. Indeed, 
my colleagues in the current pres- 
idential corps 
seemed to 
have lost sight 
of their prime 
mission: It is 
fact-finding, 
whether in 
their daily 
work in the 
press room or 
in televised 
news confer- 
ences in the 

East Room. Especially in times 
when unanswer^ allegations and 
un-found facts abound, as they do in 
the vanous controversies known by 
the generic '‘Whitewater.’* 

Yet the other night, some ques- 
tioners seemed inept (serving up 
soft queries i; others seemed mert 
(lettmgpresidentiaimisstate-ments i 
go unchallenged). That’s too bad; 
for it is in pre-scandal times such as i 
this that the public most needs a . 
press corps that is ept and ert. 

Preparing for a press conference 
in times such as this should be a i 
painstaking process, not unlike list- 
ing quesuons for a cross-examina- , 
tion at a public heanng. Apparent- 
ly. few followed that regimen. . 
Consider these soft serves: 


WMte 

House 

media 

lapses 


Q: "Can you tell us what drew you 
to (Whitewater real estate partner 
James McDougal) to begm with . . . ?” 


Q: . I’m cunous. who do you 

blame more than anything else for 
the Whitewater mess that the 
administraaon is in now?" 


Q: “ . . . Polls are showing that 
more and more Americans are 
unsure whether you acted proper- 
ly in Whitewater. . . . Does that con- 
cern you?" 

Other questions weren’t soft, but 
seemed designed not for fact-tind- 
ing. but a point-scoring Oxford 
debate. As in; 


Q; "You’ve been kind of tough at 
times on people you felt made out 
during the ’80s. who didn't pay their 
fair share. Can you tell us. sir, 
tonight that vou nave amded by tne 
very high ethical standards m 
which you’ve souent to hold otn- 
ers?” 

Only four or tive of the 20 White- 
water questions seemed designed 
to elicit new facts or explananons. 
But reporters never asked Mr. Clin- 
ton about his acnons that bear most 
directly upon his presidency. 

Among the unasked questions; 

When White House deputy coun- 
sel Vincent Fbster died, did you or 
your wife ask counsel Bernard 
Nussbaum or Mrs. Qinton*^ chief of 
staff. Maggie Williams, to search 
Mr. Foster's office and remove 
Whitewater files (as they did) 
before the police could And them? 

Did you or your wife ask Mr. 
Nussbaum or any aide to bring you 
Mr. Foster’s suicide note before the 
police got it two days later? If so. 
was the note already ripped into 
pieces? 

Why were you allowed to invest 
far less money in Whitewater than 
your “equal" partner. Mr. McDou- 
gal? What else were you bringing to 
the deal? 

Why do you believe it was eth- 
ical for the attorney for Aricansas’ 
largest employer and a mgjor pol- 
luter C^son Foods Inc.) to give 
your wife tips so she could make 
SI 00.000 in the commodities mar- 
ket in your first year as governor? 

Press conferences have long 
been imperfect instruments. In the 
Reagan years. I discovered that 
press secretary Larry Speakes had 
given President Reagan a seating 
chart before a press conference, 
telling him to turn to his right if he 
got into trouble, because that’s 
where “the known friendlies" 
would be seated. When questioning 
got tough. Mr. Reagan chd just that 
and got easy pitches. 

In the Nixon years, as the Water- 
gate scandal deepened, about 20 of 
us reporters on the White House 
beat were so dissatisfied with our 
own inability to follow up on ques- 
tions President Nixon ducked or 
evaded that we met upstairs in the 
Washington Hotel, a block from the 
White House, one afternoon. Some 
reporters u^ed that we draw up a 
list of questions and follow it in the 
next news conference. I felt that we 
ought not create a press cabal; but 
that we should do our homework 
and be individually aggressive. In 
the end. we chose to be vigilant 
without being vigilantes. 

And that’s precisely what 
reporters on the Clinton watch 
should be douig today. 


Martin Schram is a nationally 
syndicated columnist 
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Michael Kinsiev 


And Now, the Stephanopoulos ‘Scandal’ 


This is getting ridiciiloiis. 

George Stephanopoulos called his pal at the 
Treasury Department to ask why Jay Ste> 
phens — a partisan Repuhh^ with a s pecial 
grudge aganst P reswlent Clintoa — had be« ap- 
ponted to investigate the failure of Whitewater- 
connected Madtson Savmgs & Loan. Scephanopou- 
los says he was just tilowing off steam.” But 
suppose the worst that has been alleged in anony- 
mous leaks; that Stephanopoulos asked whether 
Stephens could be gotten nd of . He was told that 
the Resolution Trust Corporation, which a ppoin t - 
ed Stephens, is an in d e pende n t agency whose 
dedsioos cannot be overruled. And. by aD ac- 
counts, the ‘attempt” to ‘interfere” with the RTC 
mveshgatioo ended there. 

A White House official is told the rules and 
obeys them. Maybe that b man-bites-dog. but 
where is the scandal? Isn’t that exactly what b 
suppoaed to happen? 

The effort to gm up s scandal over a second phone 
can the same day B even more absurd. Thb call was 
by St ephano poulos and another White House aide. 
Harold Idus, to Deputy Treasury Secretary Roger 
Atanan. Stephanopoulos and kkes complained that 
AIbnan had failed to alert the White House, before 
tcSng the press, diat he was going to recuse himaelf 
from Whitewater-related matters. 

Note how many leveb we are now removed from 
what might normally be seen as an im propriety- 
What b the accusation here? It’s not that Akmao. as 
actmg head of the RTC. has actually interfered with 
the Whitewater investigation. It’s not that he has 
faded to recuae hunself anyway. It’s not that the 


It’s not even that Altman has told the 
White House in advance of hb decBion to recuse 
himself (thoi«h what on earth would be wrong with 
that’). It’s that a couple of White House aides 
complained about not being told in advance. 

Yet these two phone caUs dominated the bead- 
bnet over the last weekend in March. By midweek, 
it’s true, the follow-up articles had drifted back to 
page fire or sol and a certam note of sheepbh 
uu c er t a iot y about the episode's ac tu al gravity had 
repbced the previous breathless outrage. But the 
Wall Street Jotunal editorial page could too of! 
ntwmiK f f i f ffnfl M to *1iewiy revealed interventioos 
by George Stephanopoulos and Harold Ickes.” And 
the requiienients of concision will henceforth pre- 
vent even ^nf****^ joumabsts from doing much 
better than that, as the Stephanopoulos episode adds 
another layer to thb complicated story. 

The OinrwBtrs. meanwhile, were reduced to 
grtteful tfaada for the partial absohitian being offered 
by Rep. Jim Leach, their chief Republican tormentor. 

that 'll wouU be premature to draw 
any extraordinary condusxxis" fnm reports of these 
phone calls. Bfesi you. congressman. 

Jim L ew * may be about to feam— as Jimmy 
Cuter 'aai Dan Rather did before him— that a 
fuxqr sweater alone cannot indefinitely p r eser v e 
one's repuution for high-mindedness (though it 
certainly helps). On March 24. Leach asserted 
pomt-bi^ on the fkx>r of the House that ‘the 
fanoly of the former governor of Arkansas re- 
ceived value from Whitewater in excess of the 
r eso ur ce s invested.” which b hb pompous way of 
sayii« that the Clintons made money on the deal 
That night at ha press conference. Clinton assert- 


ed that he had lost money on the deal— though ie 
than he had prevKwby claimed— and released t;. 
returns which seemed to prove it 

Tlus b a pretty dear conflict. So where 
Leach's evidence? What. even, is his argumen 
The press has given Leach pretty much oi a tr« 
nde. The docuoKOts he released the day of h 
speech don’t begin to make the case. Lead, 
reasoning is near-unpossible to follow but seem 
at least to start by acceptmg the claim by Jr 
McDougal the Clintons* Whitewater partner, th. 
they put only $13,500 into the deal But McDour. 
now says he was mistaken (”My face is red”).u. 
agrees with the Clintons’ (latest) figure of son; 
$46,000. So where does that leave Leach? 

LcKh says he cannot produce all the relevai 
documents because that might hamper the specr 
prosecutor’s investigation. Thb b rich. The Clu 
tons have been accused, and accused correctly, b 
Leadi among others, of cowering behind tr. 
special proaecutor as an excuse not to come cleai 
sur^ it b worse to use the special prosecut* 
as a shield for making accusations agauist other 
without producing the evidence than ii is to use tr 
special proaecutor as a stuekl for the defens 
agamtt such acfusations. 

That zany Wall Street Journal editonal peg 
says, regarteg Whitewater, that we need mor 
-piddicatMns willing to report what they learn eve 
at the risk that now and then some of it may b- 
overtaken by other facts.” 

O m takeu by other /acU What a spectacuia 
euphemism for getting it wrong! I hope that sane 
medb remain just a bit afraid of bei^ overtake, 
by other facts. 


/Z29^ 


. ^ . 



4835 


The New York Times 
March 31, 1994 


Arkansas Secrets 


There will be plenty of time to explore whether 
laws were violated when the Clintons went into the 
land development business with James and Susan 
McDougal or when George Stephanopouios and 
other White House aides meddled with Treasury 
Department investigations. For the moment, it is 
enough to ponder the fluid morality implicit in the 
Clintons’ tax returns and the records of Mrs. Clin- 
ton’s short but profitable career as a commodities 
trader. 

The inescapable conclusion is that this couple, 
early and late, suffered from a thematic insensitiv- 
ity to the normal rules of conflict of interest. At 
every turn of their financial life, the then-Govemor 
and First Lady of Arkansas were receiving finan- 
cial favors from individuals who had something to 
gain from having friends in high places. 

Consider the Whitewater case. The 230-acre 
development was supposed to be a 50-50 partnership 
between the two couples. To be clean politically, the 
deal had to be one of equal investment and equal 
risk. But from the moment that Jeff Gerth of The 
New York Times wrote the first Whitewater story 
in 1992, the Clinton campaign and later the White 
House press office dodged questions and withheld 
documents. 

The reason is clear. The Clintons put up $500 
initially and claimed losses of $43,635, most of it in 
payments on loans, by the time of the 1992 cam- 
paign. In contrast, the McDougals paid out $268,000 
and withdrew $175,800 for a loss of $92,200. Although 
the records are muddled, the McDougals apparent- 
ly paid dramatically larger amounts to support 
Whitewater than did their supposedly equal part- 
ners, the Clintons. 

Moreover. Mr. McOougal’s heaviest contribu- 
tions to the partnership came after he acquired 
Madison Guaranty, a savings and loan that was part 
of Mr. Clinton’s regulatory responsibility as Gover- 
nor. The disorder of Whitewater and Madison 
records is such that it is unknown whether the 
Clintons benefited from any fund transfers between 
Madison Guaranty and Whitewater Development, 
or whether Madison benefited from favorable treat- 
ment by Mr. Clinton’s regulators. That is a legal 
determination, but the political conclusion is clear. 
From the start of his governorship, Mr. Clinton was 
involved in potentially compromising financial en- 
tanglements. 


The same goes for Mrs. Clinton. On an initial 
investment of $1,000 she made $98,000 by trading in 
agricultural commodities while her husband was 
running for governor. Her principal adviser was 
James Blair, the lawyer for Tyson Industries: the 
broker he chose for her. Robert (Red) Bone, had 
once worked for Tyson and had been disciplined by 
regulators for not keeping good records on which 
accounts made money and which lost. Once Mr. 
Clinton was in office. Tyson received $9 million in 
state loans and very gentle treatment when it came 
to the water pollution associated with raising and 
cleaning chickens. 

The investigators are nowhere near the bottom 
of Whitewater. But we now have a a fairly clear idea 
of how it got started and what it is about. It started 
with a well-meaning young couple who seemed to 
have an extraordinary indifference to, or difficulty 
in understanding, the normal divisions between 
government and personal interests. Their conduct 
may not have been illegal, but it was reckless and 
politically unattractive. 

To deal with these seedy appearances. Clinton 
supporters are now engaged in what we have come 
to recognize as The Arkansas Defense. A central 
argument is that while the Clintons’ dealings were 
not pretty, you cannot apply the standards of the 
outside world to Arkansas, where a thousand or so 
insiders run things m a loosey-goosey way that may 
look unethical or even illegal to outsiders. This logic 
holds that whatever the Clintons did was penny-ante 
stuff that the Republicans and the press ought to be 
willing to overlook in service to the higher national 
interests. 

Certainly, there is a national interest in a viable 
Presidency and in swift progress on health care 
reform and other pressing issues. But the genius of 
the Federal system does not reside in importing to 
Washington the faults and idiosyncracies of the 
state capitals. 

The effort to keep a lid on the Clintons' personal 
and financial histones has led to the development of 
a distinctive Clinttm style <- to withhold cntical 
information and to respond furiously with attacks 
on the motives of critics. It is a viable campaign 
practice. But the clumsy efforts to silence Congres- 
sional critics and the possible White House interfer- 
ence with Federal agencies demonstrate that it is a 
dangerous way to govern. 




UZ<)S 



4836 


Los Angeles Times 
March 31 , 1994 



o r 5 


i aS 
isr S 


ii 

a " ? " 

- 

w V 


til 
"-2: 


V «, 4 # 

2 « - 
f S-S 
c|i. 

U M W* . 

o c 5 : 


S 2 jS s = 

_ ^ ^ M Jo 

^ S * 2 .« 

« O O c 

as 5; £ 2 

■O i t. 

-SSSo 

■5 = 1^ o 

OLW C 
\n t: 4 » 

'^Se — 

i SpE g S 
! c “iiS 

a# !2 


|ai 


• ? s 
. •• 

i 01 ■ • 4» Ti 

S 5 2.15 £ 

ju ^ Jl « fc 


o SI--S " 5 

«-j» S®o5 oSj 

- 2 "-2 5a if- 1 


s-r^:" 

**2 3 >^-= « - 
- i “ 


o n 


e « 45 = ^ P 

“S SPSlt 


E 2 


o« 0; 

s i 

as 

£ 3 ^ 

sit" 

|t| 

«c 

^ <n JO c 

ini 

Z c t» c 

i°r 

111 

2L 


m e Of • C 

Ps*H 

C--oJc5-x " 
i p c i •£ o o» 


;j£ 


)TJ •*, O 

S 


I ‘ 


:£2 ^5 

slfUll 

ilsi^il 

m 0 ) ^ 

«•=■“ E'g* S 

S js|sH 


IV. 

*0 ^ 

3 « ^ 

“S ju 


S 2 


2 5 ?^^. 2 


|S| 65 |i 

- --Ilil 

=S 2 l!li ||5 


o Z 


- .2 " 2 8 

^2«i2SSE£« 
"xSaHEJ^o cH 


1^1 

lU 

2^5 
£ <=£ 
« 2 c 

111 


> S O 

0 -JS E 

> i. 

S i... 

C 3 C 

o</} S 

lli 

til 

3 0 ; Q. 

IK 

ill 

1 S o 
«'-o "' 

§•2 i 

■s 5 g, 

» «op 
E E o. 


3 "o 
E > 


!l« 

= c? 

^11 
> "* 
» M 


2 fo = 

Z ^ bO 
v 5 c $ c 

|£f .5 

ir?l 

C. MO 




_ 10 - 


>» 





4837 


American Banker 
March 31. 1994 

Fed’s Conciliatory Gestures 
Fail to Mollify Rep. Gonzalez 


By CLAUDIA CUMMINS 

WASHINGTON — Federal 
Reserve officials may have 
shown a few signs of openness 
recently, but don't expect that to 
appease their most outspoken 
critic. Henry B. Gonzalez. 

The chairman of the House 
Banking Committee has contin- 
ued to batter the Fed in recent 
weeks, with a torrent of caustic 
speeches on the House floor. 

He has attacked the central 
bank for everything from raising 
interest rates ("aiming its guns 
at its own citizens") to unethi- 
cally cozytng up to the banks it is 
supposed to regulate (“ihcy rc m 
bed together") to opposing plans 
to consolidate banking regula- 
tion ("insisting that it has an al- 
most divine right to retain its 
regulatory functions"). 

Tart Characterizationa 

In his 18 floor speeches since 
Feb. 7. the Texas Democrat has 
characterized Fed officials as 
"arrogant." their thinking as 
"narrow, insular and very often 
wrong," and their institution as 
"a self-perpetuaung society with 
good friends who help and pro- 
tect each other.” 

He has accused the Fed of 
"flagrant violations of the ethics 
that should be present in bank 
regulation, violations that 
would be illegal for any other 
regulator.” 

He has even said, "The Fed 
doesn’t just lobby - it feels free 
to lie.” 

His point? The Fed needs to 
be held more publicly account- 
able for Its actions. He wants the 
central bank to shed a little more 
light on what it is doing and how 
It IS making its monetary policy 
decisions. 

Fed Takes Notice 

\ Federal Reserve spokesman 
declined to comment for this ar- 
ticle. While some at the central 
bank have derided some of Rep. 
Gonzalez' earlier demands, the 
agency has certainly responded 
- by twice immediately disclos- 
ing a decision to push interest 
rates higher, by agreeing to re- 
lease some nistorical records of 
monetary policy meetings, and 
by saying it will reconsider its 
policy of releasing only sketchy 
minutes of policy debates. 

But apparently these actions 
have not been enough to satisfy 
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Rep. Henry B. Gonzalez 

Chairman, House 
Banking Committee 

Rep. Gonzalez. Don’t expect 
him to lay off the Fed any time 
soon, his aides say. In fact, they 
say the Fed’s recent actions may 
only fuel Rep. Gonzalez' zeal for 
public accountability. 

For example, they point to the 
Fed’s apparent willingness to 
make public its policy directives 
as soon as voted on but its un- 
willingness to commit itself to a 
formal future policy. 

"What that means is. we need 
a law," said one House aide. 
"And the fact that the Fed is do- 
ing It will make it easier for us. 
We have their implicit approval 
even though they wouldn’t ad- 
mit it” 

Rep. Gonzalez still wants the 
Fed to hand over to Congress 1 7 
years of records that Fed Chair- 
man Alan Greenspan acknowl- 
edged having only under badger- 
ing by the Texan. He still wants 
those records released to the 
public more immediately than 
the central bank has decided, 
and he still wants the Fed to re- 
lease full transcripts of all future 
meeungs 60 days after they are 
held 

And he’s still pushing his leg- 
islation. not surprisingly called 
“The Federal Reserve System 
Accounubility Act.” In facu 
aides say the congressman may 
even hold more hearings. 

Excerpts from Rep. Gonzalez' 
recent statements follow: 

On the Fed’s decision to raise 
interest rates: In the old days, 
doctors used to bleed patients in 
order to bring them back to 
health. Unfortunately, more 
than a few pauents have failed to 
respond to this therapy. 


This IS a disturbing analogy 
with the Federal Reserve's cur- 
rent prescription for economic 
health — a policy of raising in- 
terest rates in order to slow 
down an already dragging econ- 
omy. Rather than resuscitating 
the patient, the doaors at the 
Fed are knocking the patient un- 
conscious. 

On the Fed’s ties to industry: 
Is this the picture of a firm, inde- 
pendent regulator? No. It is the 
portrait of a self-perpetuaung 
society with good friends who 
help and protect each other. 

'This incestuous relationship, 
which allows bankers to regulate 
themselves, causes flagrant vio- 
lauons of the ethics that should 
be present in bank regulation, 
violations that would be illegal 
for any other regulator. 

On the Fed’s refusal to set a 
formal policy of immediately 
announcing interest-rate dea- 
sions: Are they putung the 
brakes on? Are they refilling the 
gas tank? Or are they lost with- 
out a map? No one knows, be- 
cause the real policy hasn’t been 
answered. 

With a decent public record, 
the markets would work better 
and we’d know for sure if the 
Fed IS driving the economy over 
a cliff or actually has a road map 
It can read. 

On public accountability: It is 
long past time to put an end to 
the secrecy that allows the Fed- 
eral Reserve to escape account- 
ability. To do any less is to give 
the Fed license to pull the wool 
over the Congress’ eyes, some- 
thing the central bank is appar- 
ently willing to try if the facts are 
embarrassmg to the Fed. 

On Fed secrecy: The reality is 
that by keeping its meetings se- 
cret, the Fed fancies itself as ap- 
pearing all-powerful and all- 
knowing. Like the Wizard of Oz. 
the Fed tries to keep the curtains 
closed - to do otherwise would 
be to reveal that the person pull- 
ing the levers is a mere mortal 
after all. 

On vacancies at the Fed: The 
Fed's narrow vision, its incestu- 
ous inbred government, makes 
It prone to arrogance ami error 
The place needs airing out. 

Today, there is an opportuni- 
ty to throw open at least one 
window of the Fed. by selecting 
someone other than the typical 
banker or banker's academic. I 
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OCCs Ombudsman: ! 
Use Appeals Process 


By BILL ATKINSON 

CHARLOTTE, N.C — Bank- 
ers should make more use of the 
Office of the Comptroller of the 
Currency’s appeals process, says 
Samuel P. Golden, the agracy’s 
ombudsman. 

In the seven months since Mr. 
Golden took office, IS appeals 
by national banks have been 
ruled on. Seven other hanifjt 
have contacted the ombudsman 
about possible appeals. 

“There are bankers that are 
still stewing,” be told executives 
attending a conference spon- 
sored by the North Carolina Al- 
liance of Community Financial 
Institutions in Charlotte on 
Tuesday. “There is still a fairly 
heavy degree of apprehension. 
That is what we want to dis- 
courage.” 

Willing to Make Honae Calls 

Mr. Golden said that of the IS 
niling^L 70% have been in &vor 
of the institutions. 

Mr. Golden, an examiner for 
20 years before he took the job, 
even gave the group his phone 
numbCT, encouraging its offi- 
cials to either call or have dis- 
gruntled bankers do sa 

He also said he would make 
house calls if matters can’t be 
settled over the phone. 

“Help me,” he said. “There 
are national banks that you 


know that are stewing over 
things.” 

The agency began encourag- 
ing bankers to air grievances af- 
ter many complained that exam- 
iners were too tough, and unfiur, 
especially when they reviewed 
real esuie credits. 

Under the agency’s appeal 
process, bankers can either com- 
plain in writing to the district 
head, or write directly to Mr. 


70% of the rulings 
during Samuel 
Golden’s tenure 
have favored banks. ^ 

Golden, who reviews all appeals 
in his Houston office. 

Mr. Golden said the process is 
simple, quick, and requires little 
paperwork. “I don’t want a stack 
of paper that a show dog has dif- 
ficulty jumping over,” he said. 

Mr. Golden told bankers that 
they can openly disagree with 
the agency without fear of retri- 
bution. 

“The most important part of 
communication is listening,” he 
said. “You can now take (your I 
disagreements] to someone who i 
IS totally independent” □ I 


Councilman Guilty of Deftauding Dime 

BOSTON — A Cambridge, Mass., city councilman and real 
esute developer was convicted this week of a fraud scheme 
that cost Dime Savings Bank of New York S1.2 million. 

William H. Walsh was convicted of defitauding Dime Sav- 
ings by obtaimng condominium mortgages through submis- 
sion of false informauon on loan documents. Many of the 
mortgage holders later de&ulted. resulting in losses for the 
bank. 

As a result of this case. Dime has moved to convert various 
limited documenution and negauve amortization loans made 
in Connecucut and Massachusetts to more basic products. 

The loan program, known as the Borrower's Assistance Pro- 
gram. settles charges against the bank trom the Attorney Gen- 
eral offices in Massacnusetts and ConneaicuL Dime main- 
tains that Its lending pracuces m both stales were legal and 
proper. 
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The Treasury 
Plans Reform 
Of Home Loan 
Bank System 

By ROBYN MEREDITH 

WASHINGTON — The Clin- 
ton administration is planning a 
major overhaul of the Federal 
Home Loan Bank system. 

The administration is “con- 
ducting a thorough review of the 
FHLBank system and will rec- 
ommend a complete legislative 
package for its reform," Trea- 
sury under secretary Frank N. 
Ne>vman wrote in a letter to 
Senate Banking Committee 
Chairman Donald W. Riegle Jr. 
of Michigan. 

The bank system, a pvem- 
ment-sponsored enterprise that 
consists of 1 2 district banks with 
a combined $178 billion of as- 
sets, provides inexpensive loans 
to its member banks and thrifts. 
In return, the member institu- 
tions are required to buy stock in 
the system. 

SCBA Plana Own Proposal 

The thrift trade group. Sav- 
ings and Community Bankers of 
America, is preparing its own 
proposal for how the system 
should be reformed. President 
Paul A. Schosberg said Wednes- 
day that SCBA plans to finish 
drafting legislation by the end of 
next week. 

The administration will seek 
changes in the system's capital. 
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regulatory, and membership re- 
quirements. Mr. Newman 
wrote. 

His letter, dated March 16, 
did not elaborate on those 
changes, but a forthcoming De- 
partment of Housing and Urban 
Development report on the sys- 
tem is expected to contain more 
details. 

A Treasury Dept spokesman 
would not say what changes the 
administration plans, but said 
the HUD report “is in the clear- 
ance process right now, and they 
hope to get it out soon.” 

Mr. Schosberg said the ad- 
ministration’s reform bill will 
likely be introduced in June or 
July, but SCBA does not expect 
Congress to pass legislation on 
the system this year. 

More Anthority 

In its draft bill, the trade 
group will push for more author- 
ity to be transferred to the indi- 
vidual Home Loan Banks from 
the system’s Washington regula- 
tor, the Federal Housing Fi- 
nance Board. 

SCBA wants bank system 
members to be able to more di- 
rectly influence how much risk 
the system takes. 

“A large portion of the man- 
agement authority that has been 
concentrated in the Finance 
Board we would like to be re- 
turned to the distria banks - to 
the stockholders,” Mr. Schos- 
berg said. 

The Finance Board’s acting 
managing director, Rita I. Fair, 
said, “That trend has really al- 
, ready started, and I would ex- 
pect it would continue.” 

SCBA will also press for sys- 
tem stock purchase require- 
ments to be the same for thrifts 
land banks, decreasing the 
amount of system stock thrifts 
must buy. 

Unlike commercial banks, 
credit unions, and insurance 
companies, most thrifts are re- 
quired to belong to the system. 

Mr. Schosberg said SCBA will 
call for membership in the sys- 
tem to be voluntary for thrifts. 

Broaden OrientatioB 

The administration will likely 
“broaden the traditional hous- 
ing orientation of the system.” 


Mr. Schosberg said. 

The Home Loan banks have 
indirectly supported govern- 
ment housmg policy for decades 
by chaimeling Wall Street funds 
to thrifts around the country to 
encourage them to make more 
home loans. 

The system’s loans to member 
hanks art not directly subsidized 
by the government. But because 
the system’s bonds carry an im- 
plicit government guarantee, 
banks and thrifts pay less inter- 
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Treasury under secretary 


est when they borrow from the j 
system than they otherwise 
u^d. ' 

In 1989, Congress required 
the system to contribute $300 ! 
million of its profits annually to 
help pay the cost of the ^L 
cleanup and to earmark at least 
$100 million to support housing 
and community investment 
programs. 

Expand Housing Goals | 

The Clinton administration | 
will likely continue to expand ! 
the system’s housing goals. The 
idea is to work more aggressive- 
ly with lenders to promote hous- 
ing for lower income people. 

“The bank system really 
hasn’t been look^ at in a com- 
prehensive way for 60 years.” 
Mr. Schosberg said. The system 
was chartered by Congress in 
1932. 

The Finance Board's Ms. Fair 
said, “It would be good to codify 
what the mission is and to find 
some way to make membership 
available on equal terms." ~ 
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tled with a more juetlfled approach by 
the Comptroller General. I hope we in 
thla body for future clerical errors, 
whether they ore S130 million clerical 
errors, more or lees, that we will re)ect 
them oa we rejected such a request 
that woe mode under the 1990 law to 
the Conrresa of the United Sutee. be- 
cause onythlnr short of doing that Is 
Just simply, through the bock door, 
giving the Deportment of Defense the 
authority to spend hundreds of mil- 
lions of dollore of more money. 

I yield the floor. 


MORNING BUSINESS 
Mr. KERRY. Madam President. I oek 
unanimous consent that the Senate 
now be in a period for morning busl- 
neas. with Senators permitted to speak 
therein for up to 10 mlnutae each. 

Mr. D’AMATO oddresoed the Choir. 
The PRESIDING OFFICER (Mr. 
Mathiws). The Senator from New 
York. 


Sirup! 

Madam Pritldant. that is Oat wrofiT- 
AU of tha Mas aad oU of As ■umaorer- 
lat tans ms thss mossy W in f ssi tha 
iasss. More money is at stoks. Tha 1191 
million sooght by tbs Army, that was s 
mleplsoed deal mat, a clerical trror^ hsa 
baas' canceled by lossi It is gass. It is 
wlpad off the boolB. Bat that la SUt 
mllHon more that wi 
prlotad by Congreae 

Now Mr. BowAar has i rMMs t ap as 

chaetirs legal glBuiaiek be reaaA ceias 

that SOO mllffow In tha Army hodgst oad ovenMt Jorladicuoa have'rme aaaa' 
oathorlty that was conotlsd by lav. ff ewerad. a ranew of the Uauted tnfonnatioa 
that happens, then ws ora talklac Bsv tsat le paOUi^ ovoilahle Usdicaus a vonsty 

of.feraiae teeaes that oommand the Coav> 

"FTNAIUAL MAKAOBMBQ^Nw^ BmvM Oi^ BUlBIBC CQSUHltt<M WOIu4 M MrwilCt In ttn 
uua limBM to UnMohsA DMMSMoiwn OAST dosy If It does oec oddrsee Importoat issum. 
APMD-SMI (Jn» iMk sack oo: 


CONSIDERATION OF PUBLIC AND 

REGULATORY POUCY-MADISON 

GUARANTY 

Mr. D’AMATa Mr. Preoldent, today 
eight members of Ae Senate Bonking 
Committee have sent a letter to Chair- 
man RzmLS. a letter which I am not 
only going A read, but oek it be print- 
ed A AeRaooso. 

X oek onoalmoue conaeat that that 
latter be printed A the Rsoobd. 

Thera balng no objection. Ae letter 
was. ordered to be printed A Ae 
Rsoosa. oa follows: 

U.S. SlNATS. 

VhsAfriatea. DC. Jaxuary 2i. /9N. 
■tn. PnSMI,P V. RXBOLB. 

Ckatmam* OsmsoUtm on Bonktap, MousO^^nd 
Vrtm 4/mn. UJL Sonats. iruiUlesiSB, 
DC, 

DBAS MB. GBaomas: NotwlthiUndlng the 
reosae sjpelaniieat of a special oouasel to 
lavsetlgate poteatlol crimiaal wroagdoiaf la 
nnasactlea with Madlsoa Oaoroacy. a tolled 
aavi^ oad looa» the coasUtuttoaol respon- 
sibility of OoBSTiss to consider the eertoos 
ot public end revoletory policy 
ttroveriy reaaolas. 

Senator O'Aaato reqaected 
wMh r e ep eot to this leeae. 
A the Atervsalag tuna naaseroos qaestlons 
that CsU wlthta o«r Committee's lerlslaUTe 
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JtmuaryS8.t9M 


OP wttk o ctwu piooMdiiff wm th§ rnni 

comptou ujr oonoat laowUiottOM prior 
tho oiplnttoa of tlM otMoto of UoUt 
oao moath from aowY 
Did tho RTC act m qolckly oad onKtlrolpt 
M poHibto to ooMifo chat tho Madloon boU-i 
oot ooot tho toipofora ao Uttlo m poottUoT 
Did tho prlaeipol ahoroboldon or oOlooro 
of Modlooo dlraot ModUon rooooroot into 
othor bnilnoao rootaroo la which thoy woro 
lavoloodT 

What caaaod tho broak-dowa of tho FDKTa 
pro c odofoo for dotoettac aad oddroortiiy ooa- 
aieto-of-latoroot whoa tho Rooo Law Plrai 
woo rotalaod to oao nroot aad Oo.f 
Why did tha FDM ocroo to aoMla Ito m 
mHlloa eaoo ofolaat Proot aad Co. for SI oai> 
lloa. aa aaooat that to allofo^ looo thaa 
tho limit of tho lirm'o aialptmettco l aoo ra aoo 
coTorofoT 
Thlo Ooaaalttoo 
rooordof I 

oafoty aad aooadaooo of 

lasUtatloao. Wo bollooo tho Oommlttoo hai 
tho doty to roolow thorooyhly thoao aad 
othor rolooaat iHooo aad to ohtala lafonaa* 
tloa that will bo oaofhl aa tha Comialttoo 
'coatloaoa to coaaldar bow loflalatloo laltta- 
Uooa aad to laaprooo tho ozlattay loflolattro 
fromownrk to oaooro tho protocttaa of do* 
potlloroaad taapayon. 

la tha lifht of dua. poraoaat to Bala au of 
tho Staadlay Balot of tho Saaata, wo roqnaot 
that yoo oo e to a o a apocial mootlat of tho 



Mr. D*AUAT0. Bir. PraoldaBt; 

I tan ytM whj tha alcht Rapabllehiia ob 
tha Bankliv Commlttaa took this aa^ 
traordlBhry aotlOB. I would nkt to dlor- 
cnsa anothar iHoa pertaliUoc to Bladip 
son Guaranty. 

Wa hava on two pnvlona oocaalona. 
January 11 and January vaBueatod 
that tha BTO— that la tko body wipnn 
■Ibla for any ctvU l&y«Mlpatto»-tan 
oa whan tha statuu of llmitatt 
pirea on cItII aotloda 
and wa havo raoalfod' nothiaff 
ahocklsy dalaya aad atm no oUletal iw- 
aponat to oar roquaat for thia boaln Ibp 

r— TlM Orat lattar waa daUd January 11; 
tha laat ooa January M. Ify staff has 
bean la oonataat ooatact a^ I 


to «a today that tha dvfl 
UmitatloBa oooid poaatMy 
•ooa aa Fahraary S. It apt 
poaalbla that Uttla. If aaythlnff. 
halnf dona to protoct tho taxpayan 
and to punish tha wronydoara, or briny 
about a rtoowtry of taxpayora moaay. 

Durlny thla critical period, ▼aluahla 
tloM has baan lost, aad thla moat atop. 
Mr. Praoldent. tha clock la tlcklny. Tha 
atatnta of limitations la numlny out. 
And I hays to auyyaat to you that thla 
la a cororap by tha RTC. which dalllK 
arauly rafuaas to toll uo whan tha stat- 
uta of Umiutlona la mnnlny out. 

Now, thoy havo had thla matter for a 
number of yaara. Thera has boon In- 
tanaa intaraat and scrutiny, and if their 
attonays are dolny anythlay. I cannot 
bollofu that thoy could not toll oa 
within tha laat 2 waaka whan tha atat* 
nta of OB clril liability 

runo out. And whon thoy lynora tha 
atatuto of llmltatlona. Joatico la do- 
nlad. mdaad. If It la February at. wo 
havo a xlyht to know. If it la BCaroh. wo 
hara a rtyht to know. If It la Auyuat, 
wa haro a rlyht to know. Wo also haro 
a rl^t to l^w what. If anythlny. lo 
botnydoBo. 

That hrinya mo to tho othor r aaaan 
far hia statamant. Tho Ropohlican 
aBoosboio of tho Baaklny OowimUroo 
wroto a lottor 
Onco boforo. I raquaotod that tha Baalh 
lay Comarittaa oondoct haarinya. Now. 
X nuda that roquaot. 1 
cialoouBaal h 

la yoiny to look 
only Into criaatoal aiattara.. Poaatbl o 
olfll oottoao that would toll tho otoW* 
uto la not a martar> that tho apanlal 
nntiiool la coriowlny. It tho BTO oo» 
Oaaoo to oonduot liaolf.aait hao. what 
wo aro. yolay to Ikoo lo a rifnariaa 

ipdiwaall 
tha.atoCBto-'hr-way- of- a oohiBtocf 
ayraaiaawtj^Tka pooylo arayotny to bo 
tha tfwth» oyff* ttoptoura.' ho 
• bo doBlod ilto ohUMtr to ra* 
oovor any manayo towUah Umr 
buiotlUod. It waa thab whiah p 
ad aU^ tko- 
Ucan aida to join In thlo ietaap'Oa 


•to otot la tha atotoa af say 

tf X aaay intarlaot a 
oo m a w t kara That la a wary atapia. 
ftnthrlyht l o qu aa t . Wa do not yet any 
anawoio from tho RTC. Cortalnly tho 
Coayraai of tho Umtad Statao haa an 
obllyatloa to aacortaln thla kind of la- 
foraBatlon. Tho lottor yooo on: 

Bow le It that toe RIC waa ebla to prepare 


bat leoaobla to fbliow*ap wick a elTll pro* 


Mr. Proaldent, ayaln. I would men- 
tloa, that la a rather ahocklny attua- 
tloa. Criminally, they have moved 
ahead, but aa It rolatao to tha civil oo- 
Uon, thoy cannot ovon toll ue when tha 
otatuto of limitations nma out. They 
toll my ataff oo tho tolephona that it 
nuy bo Fobmary M. They tall oa that 
they are yoloy to answer In wrltlny but 
wa have no answer. Tha lattar goes on 
fUrthoR 

will (ha RTC nnmoiire say corrrat lavea- 
UaoUoaa prior ca Cba eiplrsuoa of theoe 
etetatao of UtoiaUoaa ooo oeoack Cram aowT 

Dto laa BTC oot oe qalokly eto effwclvely 
aa peeUbla to eaaore (hat the Madlaoa bail- 
oat ooit tho taxpayora ee little m poastbler 

Mr. Praaldeat, If I may latarpct 
ayate— oartalaly that la omU within tha 
purvlaw of tha Oonyreai of tha United 
Stataa and tha Banklny Commlttaa to 
aaoartoia. Should we wait until tha 
of llmltatlona rone out and 
than have a aaoot and artoamlc qua^ 
ttoBt la ttaa wkab thla la about? Doaa 
Ilka aa RFC oovonipf I 
ft fo. Let me eonttnua with tha 

Itttop 

Did the pirtaelpal ahanholden or offloMO 
of Medleoo dlreot Madlaoa rooooroea late 
oar oUmt baelaeei veacorea la which they 
wara l o en i v e dT 

Wbatoeqaed the breabdowg of the FDICe 


fUeta of lataraat ohea tha Roae law floB waa 
rotalato to aae FMat eto Oof 
Why did the FDIC ayraa to aettla lie MB 

mflUoaeaag ■aalnaf FkeetetoCo. farSlBUl- 



wa ware taM thla only by tolapiMafli 
It waa auppuaadly yoliv to bo ooi^ 
flrmod by a lottor to no tho day bafbca 


]? 



Ma atatuto of limlto- 


Mr. Fraridant, 1 woald point out that 
tho oloek la Mcldxiy. And tharo are 
thoaa who. it aiyaara to am, would Uko 
riiat nkrk totlok right on past and tho 
ipiBbo lallod to alooy and 
to boWttto to aloopL MT; 
k thoMMFUBBtiBaaa; 

a solid aad proto 
reeerdflffddramlByoeuoatBe relatlay to Che 
of laaared depoattory 

Wa ' 


Aa of this altoraooB. wo atm hnvo no la the 
responaa from tha RTC. Wa attlX hsva thaS Mi l wlC^ ear nnm m lrt ee l 
not loarood iriioB tho atatuto of limits ommbi buMioaqo lam i 
out 01 
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Tte totter to ilgiMd bf mytelf m 
naldnf mcrnlMr. Srofttor OftAiiii.'S«ii- 
ator Bond. Senator Maot, Soantor 
PAiBCLon. Sonntor BBiNsrr. Sonntor 
Eofn. and Sonntor Doimixa. 

Hr. Pritldont, tot mo conclndo hr 
aaplat that tlito matter to not foinf to 
go away. Lot mo oay that tho clock to 
tteldag. BOro wo aro, tho ond of Jaao- 
anr. and wo aro talking abont pooolbly 
21 daya romaininc to ono ont tho an- 
oworo to thooo porplosliic problomo. Wo 
ondomtand why it to and how it to that 
lomo may bo afirald to tako np thto 
onootton. bot I haro to tell yon that wo 
haro a rooponolblllty of oooklny tho 
truth. Thto Senator, nor any of my ool- 
loaguoo who Joined la thto totter, make 
no chargoo of wrongdoing, but X do ang- 
goot that tho RTC hao an obligation to 
bo reoponoiro not only to tho Congrooo 
but to tho pooplo of tho United Statoo. 
Wo aro talking about a oltuation whoro 
aa Inotltatlon hao boon bllkod of mil- 
liona aad mllllono of doUara. aad I oay 
bllkod booauoo wo find pooplo who boi^ 
rowed huge ouma of monoy but who 
paid back Uttlo or nono of It. 

Wo haoo a oltuation whoro tho ote^ 
uto of UmltaUono la running out, aad 
ao of Pobruary 91, If tho BTC to coiroet 
la tholr tetophono coo T ir mtlo no wltit 
mo. TIm otatute may bring to aa oad 
any ability to pnroiio ctolma that tho 
ABMuricaa texpayoro may Juotlflably 
hare. Tho tho RTC hldoo thto In tho 
ohrottd that tho otatute hao nm. That 
to not good OBOU^ I hopo that thto 
body will not bo a party to tho BTO*o 
iltoaoo by our aoqutooooaoo to what 
aoomo at tho proooat timo to bo aa BTC 
oouarup. Tho Amorlcaa pooplo aro oall- 
tlod to the truth. 

Bfr. ProoldoBt, I yield tho floor. 

Mr. NICXLB& Mr. rtootilonri Z wtolk. 
to compilmoBt my Moad aad ooUooguo 
from Now York for hto otaroinoBt hi 
thto matter. I happen to ooaour wllk. 
hio otatemont on thto toooo. 

I would alao Uko to eompli moata^ 

aomo of tho concontethoiaro aoodod 
to bo ozprooood by thto body. 


STATSMENT OP SBHATOR HATCH 
RBOABDINO HXB 
SBNATB RBBOLXmOM ON 
OONmON OP ISRABL 
At tho roquoot of Senator D*hMAm 
tho Ibllowlag otatemont, and a aaao^ 
of-tho-Soaate rooolnttoa, 
to bo printed la tho Rkoid: 
oMr. HATCH. Mr. ProaMoat, thto 
to aimph 

It uigoo tho DopartaMwt of 
State to roquoot that rooiptoalo of 
Amorlcaa lOrolgB aaototanoo roeogatoo 
toraoL I do not boUooo that tho State 
Xtoptrtmoat hao doao oaongh to brfag 
down tho dipiomofto- walla that ooa- 
toolato Xtohol, aad It to my 


eatalyotlbrtcttoa. 

toraol hao ostotod toaoo May IMA Fit 
« couatrloo haoo ftUod to roeogatoo 
bor legitimate right to ostot. Of thto 
number. S eountrloo roeotvo oomo terra 
of aoalitanffo Orom tho United Statoo. 
Thooo atateo aro ahowa oa tho ntep. It 
to ImporatlTo that thooo eountrloo la 
partienlar uadorataad tho importaaeo 
that tho United Statoo attachoo to Ito 
rolatlonahlp with laraol. 

la tect, it la time that tho Intor- 
aational coraraualty treat laraol with 
tho raopoct It dooorooa. laraol hao oz- 
toted for almoot 46 yoara and to tho 
moot willing partaor in tho poaoo proo- 
ooa It ahould bo oommondod rather 
than condomnod aad ignored by mom- 
bora of tho international oommuni^. 

la IMS alone. China aad India both 
raoogatood laraol. I ahould point out 
that I am ploaaod that Madagaaear, 
which la on thto map. doetdod to oota^ 
Hah dlplomatlo ttoo with toraol bogla- 
nlag yootorday. Unfortunately, a largo 
number of otatoo baoo Callod to tellow 
their load. 

During tho paat 9 yoara, X haoo por- 
aonally. aoBt lotton with a number of 
my eolloaguoo to tho loadoro of Xado- 
aooia, Paklatan. aad Bangladoah ro- 
quootmg them to roeogntoo toraoL I 
bate appealed peroonally to amboa- 
aadora of thooo eountrloo. It to hard ter 
mo to uadorataad how tho PI/> eaa 
ontor late aogotlatiOBB with toraol aad 
yet thooo couatrloo rofUoo to ootabltoh 
tloo with Xaraol. 

I. do not uBdoritand why. Tndonoola, 
the' largaot Moolom couatry la tho 
world, to unable to ootabUoh diplomatio 
rolhuoao with laraol. X do aot uador- 
ataad why Paktotaa to unablo to do ao. 
I do aol undotatead proctooly why Baa-. 
gladoMk iteleh hao roeoiuad oubotaatlal 
Amorlcaaaid daring a aorloo of natural 
dtoaoterok doaloo coo of our moot iao- 
p or to B t aUtoo tho moot baaie aad tta- 
doBMOtel ngM>aooordad to a atate. 

X do not wndw o r a n d why Kuwait— a 
oodatoy that tho United Stated Bolpod 
IXbtohte teom Iraqi aggroaaion— hao aot 
fMogatood toraol. Wbllo Kuwait dooa 
not roeaite diroet American aid at thto 
It wao tho moot direct boao> 
fletory of tho Poralaa Oulfwar.. , 

Moot Important, X do aot uadorataad 
why tho State Dopartmoat to aot doing 
more la thto area. Tho Umtod Statoo 
win provldo ouor S899 railXlqa to 91 of 
thooo couatrloo that dw aot roeogatoo 
tocaok X boUoTo that ovary UJB. Aatoa^ 
•ador la ouch a c o untr y ahould bo r^ 
qulrod to ratoo thto toouo with tho hoot 
■ovornmteh / 

X biiiowthab only tho^wUX-thoao 
"^got the. moooago that the 
to 

tobopnpoiod 



lA 

woo the Ont ooaaciy to ooeord 
teuitlQa ea innol: 

Wtanoo oftor evor 40 nan of tadipoad- 
bnol IS rsoogiilml oaiy by 18 oooa- 


toettvoly rwsstn to yy M onr 88 nUllea to 
U.S. fbcvlenonlstoaoo: 


itsuorisnMltolM: 

Whsnos bimol la a isfttlonu scan sad 
soncvlca aauty cbsK dsoarvM CO bo aooocdsd 
tall diplooscis rwogBittoa by OMatoofo of 


Wbaroos tbs toUowtoo stotao will rsoslvs 
diroet sad todlroct U.8. tocolga 
this yasr sad hsvs tailed to roooenlso Inool: 
Afibaalitan; Algorto; Bobrsto; 

Boeswsaa; Boraadl: Cops Verdo; Cbsd: 
Djibouti; Ohsaa: QoUioa; OutoM^BIamo; la- 
d oBs sl s ; Jordsa; Loos: Lobsaoa: Msdacssesr 
Msldtna; Msaricsols; Moroooo: 


SoniaJIa; Sri Iota is; Tsaisais; Toalala; 

Uganda; sad ToaML 

d wi lo n : It to tbs ssaso of tbs Sonsto that 
tbs Sserstary of Snto ibeald mobs tbs tosoo 
of lansTs dipiomstle suns a 


I with tbs snu of IsraoL 
Mr. NICXLBS addrooood tho Chair. 
The PRB81DXNO OPPICEB. The Soa- 
ator from Oklahoma [Mr. NIOUB] to 


I MPOBTA NT ISSUES RAISED BY 

warrEWATER wvistioation 

> Mr. NICKLE8. Bfr. ProoldoBt. 1 ttoo 
today concerning a matter known as 
Whitewaters xaOtocro dovolopmoat la 
tho Onrk Moontalno of Arkansas that 
wao partially owned by BOl aad Hillary 
Clinton from 1979 uatU jnot after hto 
oloctioB as Frooldont.’ 

They sold tbolr Intoroas to Jamas 
McDoitonl. tholr partaor la Whitewater 
and termor ownor of Bfadtoon Ouor* 
aatyt a fktlod wvlngt and loaa Inotits* 
tion. and they reported a 91.006 capital 
gniao oa tholr 1989 tax rotorm But 
8aoo Movombor. thoro hao boon latenoo 
modto-oov ora go of tho wob of j 



at tho outoot that tho 
botto dItuoCly aad through 
hove repeatedly donlod 
Aad X ^po for tholr 
sake, aad for tho oako of tho Proot- 
aad our Natkm, that they aro 



roputatlono for 
aad erodiblltby. taclu^ng the 
Now York Ttmoo, WUXI Street Journal. 
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Selected News Articles 

Fiske Is Seen 
Verifying Foster 
Killed Himself 


Office of Corporate Communications 


The Wall Street Journal 


Special Counsel Appears 
To Be Widening Scope 
Of Inquiries in Arkansas 


By Ellen Joan Pollock 

Staff Reporter of Tiik Waix atnckt JnriiNAt 

LITTLE ROCK. Ark. - Investigators 
looking into the Whitewater affair are 
expected to release a report this month 
declaring the death of White House aide 
Vincent Foster a suicide, according to 
lawyen familiar with the inquiry. 

The repon. to be released by Special 
Counsel Robert Plske. would largely con- 
firm earlier findings by the U.S. Park 
Police, the lawyers said. Mr. Foster's body 
was foond in a federal park in Virginia ih 
July. 

As the Foster part of the invesUgaUon 
winds to a dose, the special counsel ap- 


DavidHal«*sCrwMty 

OavM Bak ia the oeJy player ia i 
WUlawater alUr to aeke e apadlle I , 
attegMioo of wroogMaf by PieaUeM > 
CUmoo. Bat bie crediMUtv aa e witaaea I \ 
■ay prove alim. Legal Beat, page Bl. 

pears to be broadening the scope of his 
inquiries in Little Rock. In a wave of 
subpoenas issued last month. Mr. Fiske 


much of the investigation 
does involve the president, and Mr. Fiske 
is already delving into many facets of the 
affair. For example, he is investlgaUng 
alleeations that money from Madiw^n 
accounts was used to pay off a SSO.OOO loan 
Mr. Clinton obtained from Bank of Cherry 
Valley. (Ark.), to help finance his 1984 
gubernatorial campaign. In his subpoenas. 
Mr. Fiske is seeking informauon about the 
bank: Mr. Ginton s former chief of staff. 
Betsey Wright: and Charles Peacock, a 
Madison director and borrower. A check 
contributed to Mr. Ginton's campaign 
bore the name of Mr. Peaco^'s son. 
who denied making such a contribution. 

The Washington Post reported Sat- 
urday that investigators (or the Resolution 
Trust Cwp. named the 1984 Ginton cam- 
paign as a suspect in a criminal inquiry 
into Madison Guaranty. One of the RTCs 
criminal referrals, which have been sent to 
Mr. Fiske. sought further investigation 
into whether Madison funds were diverted 
to the campaign with the knowledge of 
campaign officials, the newspaper re- 
ported. 

As part of the overall inquiry. Mr. Fiske 
is seeking information about Mr. Jones, 
the Cowboys owner, and Sheffield Nelson, 
a candidate for governor of Arkansas. 
They invested in a failed Madison real- 
esute venture on Canada's Campobeilo 
island that contributed to the thrift’s 
collapse. Madison bought out the two 
investors' ISTt stake for ST2S.000 in 1988. a 
year before the thrift failed. 

In addition. Mr. .Nelson’s opponent in 
the gubernatorial race. Gov. Tucker, is 
under investigation. At least six busi- 
nesses in which he had an Interest are 
listed on Mr. Fiske's subpoenas. Mr. 
Tucker did business with Madison owner 


asked about almost 2S0 people, companies j James McDougal and former municipal 
and properties, including Arkansas Gov. 


Jim Guy Tucker and Dallas Cowboys 
owner Jeny Jones. 

Roderick Lankier, who is leading the 
Foster investigation for Mr. Fiske. de 
to comment on the interim report’s 


Judge David Hale, who has said Mr. 
Ginton pressured him to make a loan to 
Susan McDougal. a partner in Whitewa- 
ter. 

Mr. Fiske’s subpoenas are making pop- 


contents except to say that he was unsure I ular readmg in Little Rock. Many people 


whether it would also deal vdth allegations 
that White House aides, including former 
White House Counsel Bernard Nussbaum. 
impeded the park police's mvestigation. 
Mr. Lankier did say he hoped to release the 
report m mid-April. 

Sl^ to SpecuUdoo 

Mr. Fiske's staff have been eager to put 
a stop to speculation that Mr. Foster was 
murdered or that his body was moved after 
his death, according to people familiar 
with the Fiske investigation. 

In the broader investigation, targets ui 
.Mr. Fiske's prooe and ihcir lawyers said 
that he appears to be looking into aspects 
of Madison Guaranty Savings & Loan that 
have nothing to do with the Gintons 
investment in Whitewater Development 
Co. "Anything that smells of impropnety. 
Ihe si not going to turn his back on. ' said 
one person who has received a subpoena. 
'Tf he finos out something, he s going in 
nail somebodv. 


listed apparently have only minor ties to 
Madison. Mark Abernathy, an owner of 
Juanita's, a Mexican restaurant, thinks he 
made the list because Afadison extended 
him a S350.000 loan. Ite mother, who 
co-signed the loan, is on the list. too. Mr. 
Abematliy said ha met Mr. McDougal 
once. alUMWgh he and other Madison 
staffers frequently dined at Juanita's. 
"I'm sure that 90% of the people on that list 
don't know why they're on it except that 
they did busines s at Madison. " Mr. Aber- 

naihv suid. 

Dick H('.ibert. wno runs u charter a:r 
service, thought it would take months u- 
comply with his subpoena because so 
many of his customers were on the list. It 
turned out that Mr. Fiske was interested 
onlv m Mr. McDougaTs sale of an airplane 
to .Mr. Hdbeo. who resold it the same day 
to Seth Ward, a Madison consultant. The 
RTC has said that transactions involving 
Mr. Ward conmbuted to the failure ot 


Madison. .Mr. Holben said that .Mr. Ward 
came to me with the deal. Seth is a good 

commis- 
sioner, so I just did it" 

th*^2 names on 

PtilMki Bank & 'fnist Co., where Mr. Ha le 
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Hale’s Past May Harm Credibility 
As Accuser in Whitewater Inquiry 



By Ellen Juan Pollock 

ttotf Revorter Tmc H aio. 5THCCT Jocnnal 

LITTLE ROCK. Ark. - Former munici 
pal jud?e David Hale is the only player in 
the Whitewater affair to make a specific 
alienation of wronjrdoine by President 
Clinton. But his credibility as a witness 
may prove slim. 

.Mr. Hale recently pleaded guilty to two 
financial-fraud charges, and his sentenc- 
ing was postponed 
for at least 120 days 
to allow him to tell 
his story to special 
counsel Robert 
Fiske and a special 
grand jury looking 
into the Whitewater 
affair. Mr. Hale 
says the president 
pressured • him to 
make a S300.000 government-sponsored 
loan to a firm owned by Susan McOougal. a 
Whitewater partner. Lawyers involved in 
the matter say that some of that money 
ended up in Whitewater Development 
Corp.. in which the Gintons had a stake. 

Whether Mr. Hale can convince a 
grand jury that his story is true will 
depend on whether Mr. Fiske comes up 
with solid corroborating evidence. Even 
Mr. Hale has admitted that he has no proof 
of President Ginton s pressure. And felons 
who promise informauon in exchange for 
the possibility of a lighter sentence are al- 
ways suspect as witnesses. 

Tn desperation he has had to point 
fingers in other directions and create a 
commouon in order to buy himself a 
lighter sentence." says John Haley, a 
lawyer for Arkansas Gov. Jim Guy Tucker, 
who received loans from Mr. Hale. "Under 
the pressure that he's under. 1 don’t think 
that anything he says is capable of be- 
lief." 

Mr. Hale has a long history of dealings 
in which his trustworthiness has been 
questioned. 

Even his fonner attorney. Rogers 
CockriU. questions Mr. Hale's credibility. 

Mr. Cockiill. who 
worked on loan doc- 
umentation for Mr. 
Hale in the late 
1970s. says he quit 
representing him 
after becoming con- 
vinced he "couldn't 
rely on what he said 
at all times. " 

Mr. Fiske him- 
self is delving into 
other questionablf 
deals by Mr. Hale. 
The special counsel 
recently subpoe- 
naed documents for a convoluted real- 
estate transaction orchestrated by Mr. 
Hale in 1906. 

The deal appears to have been meant to 
benefit Arkansas Gov. Tucker and fonner 
governor Frank White, who had reap- 
pointed Mr. Hale to his mumcipal judge- 
ship in 19SI. .Mr. Tucker had guaranteed a 
mend s mortgage on a Little Rock house, 
according to Mr. Haley, the lawyer for Mr 
Tucker. The mend defaulted and Mr. Hale 
eventually took UUe to the house and 
arranged for its sale so Mr. Tucker could 
recoup the S131.000 that he lost. 



me iiuuse was then sold to a firm 
nanly owned by mumcipal judge Wil 
l;am Watt. Mr. Hale's firm loaned Mr. 
Watt's firm SlU.OOO to cover closing costs, 
according to Mr. Watt, who says Mr. Hale 
also directed that $2,000 left over be do- 
nated to Mr. White, who was waging an 
ultimately unsuccessful gubematonal 
campaign against Mr. Clinton. Mr. White 
says he knew nothing about the donation, 
which was made under the names of 
two undisclosed individuals. 

Mr. Hale is also under investigation by 
Arkansas's insurance department, which 
wants to know why $150,000 is missing 
from a failed insurance company he 
owned. The money was invested in the 
company last year, after regulators found 
it was insolvent. The cash apparently 
went right back out." says commissioner 
Lee Douglass. 

Mr. Hale pleaded guilty last month to 
defrauding the Small Business Adminis- 
tration out of $900,000 in fuiancing for his 
firm. Capital Management Services, which 
was licensed to make loans to businesses 
owned by disadvantaged individuals. Mr. 
Fiske alleged that Mr. Hale funneled S800.- 
000 in borrowed funds through CMS to 
make it appear that the firm was finan- 
cially sound and eligible for additional SBA 
financing.' 

A recent General Accounting Offlce 
study found that Mr. Hale made loans to 
people of “questionable eligibility.” in- 
cluding Ms. McOougal. In a separate 1990 
audit, the SBA chastised Mr. Hale's firm 
for making a $137,500 loan to a firm owned 
by Harry Townsend, even though he did 
not appear to be disadvanta^. Mr. 
Townsend loaned Mr. Hale the money 
that allegedly was used to make it appear 
that CMS was healthy. Mr. Townsend has 
denied any wrongdoing. 

The GAO report also found that 13 
of the 57 firms that CMS financed were 
"secretly controlled" by Mr. Hale. For 
example. Mr. Hale apparently used a , 
disadvantaged businessman as "a front" ; 
to borrow money for Retail Liquidator^, a 
company he covertly owned, according to 
the GAO. He also loaned $350,000 to Little 
Rock Clothiers, a company in which he had 
I “a hidden interest." according to the re- 
I port. 

Randy Coleman. Mr. Hale's attorney, 
says that he doesn't think all of the allega- 
tions in the GAO report are corre c t, but he 
says that his client has admitted to making 
loans to ineligible recipients. He notes that 
some defendants who plead guilty "turn 
out to be very good witnesses.” 

In the meantime. President CUnton and 


David Hak 


his ^sociates not only deny pressuring 
Mr. Hale to make the loan to Ms. McDou- 
gal. they also deny that the president had 
any ties to the .former judge. Says then- 
^ 

DavS Hale had anything to do with 
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Trustee for Southeast 
Seeks to Distribute 
Bank Assetsto Holders 

By a Wall SmRrr Journal Staff Reporter 

MIAMI - The trustee for the esute of 
SoudMist Baalrtiif Corp. under Chapter 7 
bankruptcy-law proceedings, said he is 
neguciatlng with the Federal Deposit In- 
surance Corp. for the possible distribution 
I of some of the bank holding company s 
I assets to its shareholders and bond- 
holders. 

The FDIC, which became receiver for 
Southeast after the bank was dediued 
insolvent m 1991. acknowledged last Week 
that the company’s liquidation has pro- 
duced a sui^us of nearly $28 million, i 
All creditors with valid claims against the j 
Southeast receivership will regain their 
principal, according to the FDIC. and may 
receive a portion of the mterest on those 
claims. 

Generating a surplus from a failed 
bank is rare because banks typically are 
seized precisely because they are judged 
insolvent. An FDIC spokeswoman attrib- 
uted the unusual surplus to changing eco- 
nomic conditioiis. In a prepared statement, 
the FDIC said it is ’’re-evaluating certam 
aspects ” of the transaction to detemune 
whether it can make additional distribu- 
tions to creditors or shareholders. 

Upon Southeast’s closure three years 
ago. most of the assets of its two subsidiar- 
, les. Southeast Bank N.A. and Southeast 
I Bank of West Florida, were sold to First 
Unloa Corp.. based in Charlotte. N.C. StUl 
at issue, however, is the apportionment of 
such assets as S150 million in subordinated 
notes from Southeast Bank N.A.. real- 
estate properties in Florida and Texas, 
various securities and some 4.000 works of 


inuoem an. uccordine to .Mark D. Bloom, 
^aomey lor me trustee. 

In a lawsuit iileo Jan. 'Js in L’.S. Disiru'. 

1 court here. William A. Brandt Jr., trustee 
for the Southeast estate, asked to assume 
I responsibility for the liquidation of as 
I sets. 
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Spring Recess Gauges 
Depths of Whitewater 


G>nstituents Say Issue Is Overblown 


ByOanBak 


RACINE. Wis.-Rep. Peter 
Barca (D>Wis.) had just finished 
speaking to a government class 
at Radne Horeiick High School 
and was heading toward his next 
ap poi ntm ent when teacher 
Si» pulled him aside to send a 

*1 think Bin Clinton is doing 
one belhiva job and he deserves 
our su pport* said Suo. ‘He's tak* 
ing on tile tough issues and I def* 
initdy think he's getting a bum 
rap [on Whitewater]. I think the 
pceaa... is doing a terrible job 
of covering it* 

As Bara listened. Suo com- 
plained that the focus of the 
co un try is “off kilter” and that 
Whitewater is gett^ in the way 
of more important issues. 

*It’s not like Congress had 
come to a grinding halt because 
of Whitewater.* Bvca protested, 
tiddng off a Urn of legislation al- 
ready passed or moving through 
the system. 

But that's not the message 
getting through to the coun^. 
Whatever else may be happening 
in Washington these days, the 


public believes the capital is con- 
sained with Whitewater— and 
they resent it 

Americans may be skeptical of 
Qintao’s health care pl^ anx* 
MOB about violent crime, divided 
over the Clintoo pre si dency and 
ahenately worried and hopeful 
about the economy. And not all 
are as bullish about Clinton's 
performance as Gary Suo. ^ in 
interviews with Washington Post 
reporters, they appear united on 
Whitewater To most it seems 
to be either smaO potatoes or an- 
cient history— or both. 

The attention Whitewater has 
received and the sense of end- 
less. partisan bickering over that 
and other issues in Washington 
have left Americans feeing de- 
jected about Washington and 
fearful that government gridlock 
could once again paralyze the 
country. 

*It's like we’re coming down 
the road and coming to a ‘Y’ and 
going down the wrong fork.* said 
Tom Terry, who runs a small re- 
frigeratxm company ui Burling- 
ton. Wis. 

As a mall secunty officer in 
Nmvfaurgh. N.Y.. put it the situ- 


atkn in Washington is “ks bad as the Eronomy Smith Muhammad, who 
Civil War. what goes on between helps smaU businesses get esub- 
Democrats and Republicans down lished and grow, attend a health 
there. And every freshman class care forum in Fayetteville. N.C.. on 
gets pounded down by the guys with Wednesday night to criticize the ad- 
seniocity. so the voice of the people ministration plan as loo complex, 
doesn't get heard.” *rtn uying to you the simplest way 

A recent Washington Post-ABC is the best way.” Mohammad told 
News Pidl found that, despite an un- Rep. Eva Clayton (D-N.C.). a first- 
proving eooaamy. two in three vot- term legisiator. 
era b^eve the country is off track. But others defended Clinton’s 
And when asked whether the Clmton plan. A1 Pierce, a Fayetteville busi- 
administration has begun to break nessman. said people are afraid to 
the gridlock in Washington, 54 per* get sick because of the cost of care, 
centsaidno. If his plan is going to help the mass- 

The Post-ABC poll found that es. I'm for it.* he said, 
while 76 percent of those surveyed Mark BuBock. an msurance agent 
say Clinton “has a vision for the fu- whose wife wffers from A lz h ei m e r 's 
ture of the country.” only 54 percent disease, said he wanu the plan 
believe he is getting things done, passed. ”Everybody [is] nuking a 
That gap may reflect the pessimism fool out of this health cate plan.* 
people feel about how things are Bullock sakL tjod Mess health care 
working in Was hing ton. and Bill Chnton. and I hope their 

Post renoiters scent nart of last plan goes through.* 
week trailing four House Demo- But in Racine, fteith Knudtson. a 
crats— some in p«i«*i«iiy marginal m ec h a n ical engineer, said be oppoe- 
districts— in Wiaconsin. New York, es giving fovemment as big a role 
North Carolina and C^omia and as Chntoa has proposed. “I can’t see 
talking to their constituents during anything the government’s ever got 
the spring recess. their hand in that didn’t cost us 

The public's ag end a is dominated twice as much money, take twice as 
by health care, and the House mem- long, take as muA red tape as 
bers spent part of their r*™* fi^lHing any other thing." he said, 
questioos about it at town meetings After hearing agam from their 
or touring senior citizen centers. constituents last week, the House 
On Tuesday night, fieshman Rep. members concluded the burden 
Maurice D.l^^a>-N.Y.)beida restt on Congress to fuhion a corn- 
town n«ix>ring in Newfaur^ and 90 promise from all the competing 
to 100 people turned out. Most of (dans and ideas. They're confused, 
them had questions about health but I think they want something 

care, and after two hours Hinchey 

hadtocutoffthequestianingT^ done.* Hiiichey said. “And I think we 
Hinchey. an advocate of a sin^e- ^ judged by whether we do the 
payer system, like Canada has. found jobornot* 
no conaer >us in the room. Mmy of ^ a week in which Wall Street 
those wh(. spoke told pecs^ sto- ^'as rocked by a 139-point plunge in 
ries Hinchey to wpiain the Dow-Jones index of industrial 

how Clinton’s plan would affect stock prices while the Labor Oeput- 
rtiiwi. inent reported that the economy had 

At one point he tried to describe produced 450.000 new jobs in Feb- 
the detaib of the administratioa pro- ruary. the picture of the recovery 
posaL and when he got to the issue was similarly uneven in different 
of health alliaoces— the regiooal oo- oongresskmal districts, 
operatives that would serve as insur- The Wisconsin economy remains 

ance marketplaces for the public — one of the strongest in the country, 
—eyes in the audience began to and Barca’s dis^ct. parts of which 
^aze over. were hard hit a few years ago, has 

After the meet^, Jonathan ja- begun to bounce back after a deep 
cobson. a local law ju^ on the state recession. Jeanne Hefty, the mayor 
workers compensation board, said of Burlington. Wis., said four compa- 
the evident confusion “shows how nies are considering moving opera- 
badly Clintoo has done in presenting tions to her small town, 
his plan and how easy it is to attack But Hinchey said his upstate New 
any number of points in a complicat- York district has lost about 60.000 
ed plan. Even though everyone jobs in the last three years, uicluduig 
wants reform, right now it is on the sizable layoffs by IBM and cuts m de- 
defensnre.* fense-related companies. 

The White House is well aware of Michael Hanmgan, a security di- 
that problem and this week Clinton rector at a hospital in Newburgh, 
and First Lady HiUaiy Rodham Clin- N.Y.. said. ‘IBM layofb are starting 
ton will spend most of their time out- to ahfect the retail stores and even 
side of Washington trying to pump • real estate. 1 have friends who 
up support for what they have pro- worked 20 years at IBM and now 
posed. they're without jobs,* 
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•Jobs are rough, especially jobs 
that pay aecent money.' said Renato 
Johnson jr.. who moved up from 
.New York City but is thinking about 
going south '^vheTe 1 hear things are 
better." 

The uneven pattern of the recov- 
ery may be one reason Barca and 
Hinchey face signiScantly different 
reelectxMi contests this year. Barca 
won his seat in a special election a 
year ago by less than 700 votes. He 
currently has no R^blican oppo- 
nent. Hinchey is in a rematch 
against Republican Bob Moppert. 

“I find myself in a very uncomfort- 
able position after 15 nxinths in of- 
fice." Hinchey said. *Tf (people) are 
hurting, they’re going to blame 
someone. And they can’t blame the 
people they voted for 10 years ago. 
'Th^’re gone.” 

Although the economy is not as 
powerful a political issue as it was two 
years ago. anger with Congress has 

not abated. “Sixty percent erf them are 
crooks and they make it impossible 
for the other 40 percent to get their 
jobs done.” said John Moal. a state 
corrections department employee 
from Yankee Lakes. N.Y. 

To counteract these impressions. 
Rep. Anthony C. Beilenson (0-Calif.) 
tried to tell his constituents last 
week that the system— finally— is 
working. 

“I’m feeling relatively kindly to- 
ward Congress these days, which is 
something I usually don’t do,” said 
the nine-term Democrat, whose dis- 
trict is distinctly less solid than it 
used to be. 

Speaking to Pacific Bell employ- 
ees. he listed accomplishments over 
the past year — the huge earthquake 
aid package, the North Amencan 
Free Trade Agreement, the defidt- 
reduction package, family leave, na- 
tional service and the pending crime 
bill 

Bob Greenwood, a Republican 
who voted for Ross Perot m 1992. 
was taken aback by Beilenson’s de- 
scription of the record Clinton and 
Congress had established. “I’m kmd 
of surprised what he accomplished in 
a short period.” he said. “You don't 
hear a lot about h.” 

Many voters still aren’t con- 
vinced. fearing that the disappear- 
ance of Perot as a political force wiU 
take the heat off Congress and that 
House members will continue to 
Uke care of themselves before the 
needs of the country. 

Leo Schuh was eating the "gar- 
bage plate" — an omelet with everv- 
thing in It— at Frank's Diner m Ke- 
nosna. Wis.. Wednesdav mornim!. 

' Perot staned out rattling uieir cac- 
es." he said. "Then it slacked oii. 
What happened? That grass-roots et- 
tort can be effective. It can keep 
government in touch with people, 
other than at election time." 
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But many people fear that White- 
water now clouds the agenda and 
they resent it, "1 think thev ve blown 
rnis out oi proportion." said Mav 
Holland. a Medicare patient at a 
Fayetteville clinic, who nonetheless 
said she thinks Clinton may have 
done somethmg wrong. 

When Sameer Mohammed, a Re- 
publican. tried to ask Beilenson a 
long list of written questions about 
Whitewater during the Pacific Bell 
meeting, fellow employees gave him 
enough good-humored razzing that 
he could not ask them all. 

A few. however, believe it is a se- 
rious issue that deserves a thorough 
uivestigation. Ron Dalton, a Racine 
avil engineer, said he thinks Clinton 
“is skirting right on the line" legally 
and has committed ethical violations. 
“I thmk if there was a Republican 
president in office. Democrats would 
be jumpuig all over it the same way 
Republicans are.” he said. 

Barca acknowledged that many of 
his colleagues fear that Whitewater 
could restore gridlock in Congress 
and showed the nervousness many 
House Democrats feel about the po- 
tential political impact of the issue 
when asked by a student whether 
Clinton did something wrong. 

“I don’t know for sure, obviously,” 
he said. “I hope he didn’t. I’m opii- 
misuc that he did not.” 

Clinton remains a polarizing figure. 

but many people recognize he is pro- 
moting an ambitious domestic agenda 
and give him credit for trying. 

“Clinton is a lot better than I 
thought.” said John Rhoades <rf Plat- 
tekill. N.Y. “1 didn’t think much of him 
when he was running, but he’s trying.” 

Michael Wells, president of a 
wire-working machinery company in 
Kenosha, didn’t vote for Clinton. But 
he said. “I didn’t know d he was truly 
genuine — and I still don’t. He has to 
prove it to me. But he’s making a 
real effort. He’s trying to deliver on 
his campaign promises.” 

BaJi rrported from WisconntL Staff 
writers David S Broder in New 
York. Kenneth]. Cooper in North 
Carolina and William Hamilton in 
California contributed to this report 





Rsp. Pstsr Barca says Congrau has 
accompMahad many goals daspita 
tha Whttawatar controvarsy. 
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Poised 

Over 

Whitewater 

Special Counsel Robert Fiske, 
Calmly Plumbing the Depths 


ByKimMasten 

WtAmpufmaaMWiam 


B ob Fiske strode from the federal courthouse, back 
straight, chin out. fashion-be-dainned plaid cap 
atop his head, and plunged into a sea of reporters 
and photo^pbers. His team of lawyers h«l just 
started grilling the president’s men and women 
about the tangled affair that has come to be called 
Whitewater. The media mob surged in for a quote, a shot, a 
mor^ of his time. Fiske pressed ahead sternly. But when the 
seas didn't part swiftly enough and a hapless pbotogjapher 
tumbled over backward, it was Fiske vdio paused and helped 
the man to his feet. 

NoMpsse obUge. 

This sort of courtesy comes naturally to a blue-blood, white- 
shoe lawyer who hovers unspattered over Washmgton's most 
rece^p^tical spectacle. This sort of poise you can display 
wheri*you are so sure of yourself— your mission, your methods 
and your morals — that even though you utter not a word of re- 
proadu.a howling pack of reporters suffers a rare moment of 
embaxTassment at its own frenzied behavior. 

Robprt B. Fiske Jr., lifelong Republican, former prosecutor. 
Wall Street lawyer, former peewee hockey league coach, is 
tint sort of person — a man who stays cool and dean m the 
clinchc^ Some of his colleagues tell a story about the day in 
1979, in the middle of a tense racketeering trial..an FBI agent 
rushed into a New York courtroom and wtuspered to the pros- 
ecutor that the proceedings had to be stopp^ at once. Fiske, 
then the U.S. attorney for the Southern District of New York, 
didn’t panic. 

•What’" he wrote on a pad. 

The agent wrote that a hit had been ordered on a witness in 
the case— and on Fiske himself. Fiske considered that briefly 
and scribbled “In the courtroom.^ No. the agent answered. In 
that case. Fiske wrote back, why stop the triaP 
That sang-froid, displayed during the renowned prosecution 

of Brooklyn waterfront boss Anthony M. Scotto. should serve 
Fiske as he plumbs the mysteries of Whitewater. (So might his 
close relationship with one of the young agents on that case — 
Louis Freeh, now director of the FBI.) But the story is remark- 
able for another reason: It is one of the most dramatic tales 
that anyone has to tell about Robert Fiske. 

The veteran of many high-profile cases. Fiske is not the kind 
of swashbuckling liugaior whose exploits are celebrated in law- 
yer locker-room chat. “He's not bonng.” savs Scott Muller, a 
tormer assistant to Fiske during the Scotto prosecution. “But 
he's such an absolutely straight guy.* 

In his few short weeks as special counsel. Fiske has shown 
that he is capable of making dramatic moves. Within days of his 
appomtinent. he announced himself with a fusillade of subpoe- 
nas to White House aides. Then, last week, he cut a deal to get 
grand jury testimony from David Hale, a shadv former judge 
who IS the only person to allege that Bill Clinton was durectly 
involved in any of the questionable flnandal dealings surround- 
ing the sinkhole known as Madison Guaranty Savings 4; 

— a move that Fiske described as “a significant contnou- 
uon" to the invesugation. 


Attorneys who know Fiske well say they are confident that 
he is movuig deliberately, if rapidly. Even his former adversar- 
ies say Fi^'s judgment and mtegnty make him an ideal 


choice for this daunting job. He has a 
reputatioa as a detail-onented prose- 
cutor who won't indict unless he be- 
lieves that a convictioa is m the bag. 
“He’s tough and aggressive in litigat- 
ing when be has a case that will sup- 
port it — and practical-minded about 
getting it over with when he needs 
to.” says Steve Case, one of Fiske’s 
law partners at the snooty New York 
firm of Davis. Polk & WardwelL 

However tough, Fiske is always 
low-key — an affable square who is 
modest to the point of self- 
efEKement. sofr-qiol^ to the point 
of inaudibility. In white-bread, well- 
to-do Darien, Conn., where Fiske 
gr^ up, be is the original communi- 
ty' pillar. He served on the polioe 
commiss i on for 10 years and was 
chairman of the board of deacons at 
his church. 

fiske isn’t giviog any interviews, 
bnt.his longtime assistant notes in 
response to an inquiry that yes. 
Fake used to coach the New Ca- 
oain. Conn., peewee hockey team. 
A^ in 1973. she adds, the team 
made it to the state diampionahips, 
wfiere it lost — in oveitinie. 

it turns out that nuld-manoered. 
63-year-old Bob Fiske is- as Muller 
piiu it— “grimly competitive” and a 
bit of a spmts freak. He sails, skis, 
fidhes— and held down second base 
for his law firm’s softbaD team. In 
l9h0, he ran the New York City 
Marathon. 

^ tell you how competitive be 
».** says John “Rusty” Wing, one of 
eight former assistant U.S. attor- 
neys who play tennis with Fiske reg- 
utiuly. “If be couldn’t get the ball 
with his normal right hand, he 
smtebes the racket to his left hand.” 

^e’s by far the senior member of 
the group.” says Alan Levine, now a 
partner at a New York law finn. “He 
don not wear down first” 

Accidentai Celebrity 

West Little Rock is a ingh-rent 
business district a suburban settle- 
ment about a 20-minute shot along 
the Wilbur MiUs Freeway from fal- 
tering downtown Little Rock. It 
might seem an odd location for the 
special counsel to base his opera- 
tions — a bit of a haul from the coun- 
ty-offices that hold some of the rec- 
ords that may contain the secrets of 
Whitewater. But this building al- 
ready was crammed with feds: the 
FBI. the Drug Enforcement Agency 
and the Customs Service. 

It may be pncey. but you wouldn't 
can it elegant — a red-brick four-sto- 
ry affair with Muzak m the lobby and 
a cherubiountain in the gloomv atri- 
um. Tucked in the back of the build- 
uig is a bttle lunch joint and bar 


“While other 
lawyers might have 
lived the high life, 
typically he d run 
out to the grocery 
stpre alone and buy 
a chicken and bake 
it and eat it by 
Himself” 

— Carey Dunne, 
former law partner 


where Fiske and his troops some- 
tiioes grab a sandwich. On a Monday 
affem^. the Sports Page is empty 
except for a group of stockbrokers 
knoddng back a few drinks. 

-They try to affect indifference to 
Fiske and the squadron of seven law- 
yers and 25 FBI agents and financial 
anabrsts that have just set up shop 
heM. But waitress Deborah Mar- 
shall has seen some of them sidle up 
to Fiske. “People approach him— 
When you get time off. you want to 
go play some god?’ ” she says. 

Fiske has made a good unpres- 
skm; One of the stockbrokers says 
Fiske “reminds me of a kid's grand- 
father that you see in the movies.” 
Stockbroker Dan Lee has seen him 
at lunch with his staff. “When 
the^re talking, there's a warmness." 
be observes. 

Perhaps most impressive to the 
crdM at the Sports Page has been 
the speed with which Fiske's office 
space was whipped uito shape. “We 
heard oa Thur^y morning that this 
apace had been leased." says Dan 
Led. “At noon that day. hammers 
started. They worked 24 hours a 
dat; had three construction crews in 
tb<re. You have to understand- Lit- 
tlejRock is in a consmicuon boom 
ri^t now. If you want to build a 
hopse. you have to wait three 
mepths. So they paid someone iioL" 

Fiycil bttt Fun 

whatever the word from Little 
Rci^. Fiske’s colleagues at Davis. 
Pbtk say he won't be sloppy with the 
ta4»yers’ money. They expect him 
to be much more frugal than Iran- 
cojitra prosecutor Lawrence 
W^Uh — who was Fiske's former law 
paccner at Davis. Polk ana who tned 
to tap Fiske to serve as ms aeputv ir 
thW mvesogation. That uivesugaaot. 


ConHr^vtA m nw r 

pay.. . 


/ 
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cost the government $36 million. 
“Walsh would spend an extraordi- 
nary amount of money on cases.” a 
Davis. Polk partner says. ”He would 
get 12 associates (on a case] and 

they would grind a^ grind He 

would have four people research 
something until they dropped. Bob 
wouldn’t do that” 

Davis. Polk partner Carey Dunne 
spent the better part of a year with 
Fiske in Miami on a trial and got a 
close look at his thrifty habits. 
“While other lawyers might have 
lived the high life, typically he’d run 
out to the grocery store alone and 
buy a chidcen and bake it and eat it 
by himself.” Dunne says. “He is fra- 
^ no doubt about it. He would con- 
stantly be running back and forth to 
the coin-operated laundry machines 
so be could save money.” 

Not that Fiske was a complete 
nerd. The night that the trial was 
over, we went to dinner to blow off 
steam and ended up playing pool at 4 
a.m. m a nightclub.” Dunne says. 

Fiske “is somebody who acts sig- 
nificantly younger than he is, who 
Hkfs to deal with younger peofde,” 
says EUdn Ahramowitz, another vet- 
eran of the U.S. attorney’s 'office. 
“He was the wealthiest guy [in the 
office] and enjoyed doing what we 
would do — eating in our kinds of 
restaurants. He’s a very accessible 
person for somebody with as power- 
ful an intellect as he has.” 

For a rich guy. his tennis buddies 
like to gripe. Fiske rarely treats 
when it’s time for drinks after a 
match. “We joke about how he never 
has any money with him.” ^mg says. 
But friends say Fiske isn’t really 
cheap— just forgetful. “He’s very ab- 
sent-minded.” Dunne says. “He’s al- 
ways leaving his glasses places and 
leaving his car keys and losing his 
pen. He always has associa t es pick- 
ing up after him.” 

But even Fiske’s foiUes are dis- 
cussed with a sort of affectionate 
pride. That’s the tone in which one 
of his younger partners complains 
that 'Fiske’s youthful tastes do not 
extend to his sartorial habits. “He’s 
got a hat I can’t stand.* the partner 
gripes. “It looks like an Ir^ golf 
cap. except it’s made out of pla^ 
Whra it comes to clothes, he hasn’t 
moved siooe Dobie Gillis.” 

Hake’s headgear hasn’t gone un- 
notioed at the Juatioe Department. 
“We are afi looking fo r war d to tiie 
advent of warm weather.” spokes- 
man Carl Stern says, “when Fiske 
will atop wearing those chapeaus.” 

CoUtagucs* UdmintioB 

In many ways. Fiske seems to 
have led a charmed life. His father 
was a lawyer, appomted by Dwight 
Enenbower to be assistant secretary 
general of the North Atlantic Treaty 
Orgamabon. He grew up in Danen 
playing hockey and lacrosse. Yale 
’52. Third in his at the Univer- 
sity of MidugiBi Imr school 


From 1976 to ’60, Fiske was the 
captain of a loyal tea^ of assistant 
U.S. attorneys who still gather annu- 
ally for an alumni dinner. The law- 
yers who write the skits presented 
at these affairs are wracked for ma- 
terial — “It’s a hard task to figure out 
how to satirize Bob Fiske,” as class 
clown Jed Rakoff puts it Thomas 
Engel gave it a try with a poem 
called “The Maven”— apologies to 
Poe — in which Fiske declares. “As 
my friends are all Aryan/ And settled 
into Darien/ 1 know only finest peer- 
age/ And no peasants out of steer- 
age.” 

That’s about as personal as it 
gets— and the characterization isn’t 
even quite right “Bob has been to 
every bar mitzvah and bat mitzvah 
as our children get to the appropri- 
ate age.” Rakoff says. “He’s been to 
at least 50. He stiD can't praiounoe 
basic Yiddish words. He’ll say 'kub- 
vetch.’ " 

Those who worked under Fiske at 
the U.S. attorney’s office remember 
how he’d come in on Saturdays and 
pad around the office in his socks. 
On weekdays# Fiske would arrive 
early and host a “breakfast club” of 
stalwart assistants who would show 

up for coffee and dou^muts in his 
oonferenoe room. “He was very in- 
terested in everything that was go- 
ing on,” remembers Angus Macbeth. 
“If you got a good ruling or a bad rul- 
ing, be was lik^ to be on the phone 
with you 15 minutes later, congratu- 
lating or commiserating.” ' 

When Fiske returned to private 
practioe, he remained something of a 
hero to young assistant U.S. attor- 
neys. He successfully defended Bab- 
cock & Wilcox, the manufacturer of 
the midear reactors at Three Mile 
Island. Bruce Baird, who was a 
young prosecutor then, says many of 
his colleagues tried to slq> into the 
co ur troom to watch Fiske work. “It 
was such a primer in how to try a 
case.” Baird says. “He had a prosecu- 
tor’s style, not flamboyant and show- 
manlike. He is always particularly 
well prepared, which was apparent 
in Three Mile Island because it was 
I nund-flondim^ complex. . . . He’s 
I not a great orator, not a great 
speaker, but he can stand up in a 
courtroom and sound like so m eo ne 
the jurors can relate to.” 

Even Fiske’s adver sar ie s are ad- 
miring. When Fiske was U.S. attor- 
ney, Paul Gddberger de fen ded a cli- 
ent indicted as part of the case 
against drug lord Nicky Barnes; 
“During the enure eight weeks we 
were on tfial — and it was one of 
those blood-and-guts cases— I never 
saw him lose his balance.” he says. “I 
never saw him kae his cooL He’s a 
nioe person. If you lived next door to 
the guy, you’d be friend s . . . . You’d 
lean over the fence and you’d BS 
with him.” 


One Small ControYgrsy 

In his exceptional career. Fiske 
has suffered a few setbacks and em- 
barrassments. One of his biggest dis- 

appomtments came in 1989. after he 
was nominated for the number-two 
spot in-the Justice Department by 
then-Attorney General Richard 
'Thornburgh. Despite Fiske’s record, 
a bloc of conservatives opposed him. 
It was an attack that Fiske’s col- 
leagues still regard as one of the 
more inmqilicalde paroxysms of par- 
tisan politiis. 

Fiske’s crime was that he had 
served as head of the American Bar 
Association’s standing committee on 
the federal judkaary. The commit- 
tee, which rated nominees for feder- 
al judgeships, routinely consulted 
some outside groups about their 
views. Among those was the Alli- 
ance for Justice, a Washington-based 
dvil rights group. 

The conservative Washington Le- 
gal Foundation complained. “He 
leaked the names so liberal groups 
could do a hatchet job on good con- 
servatives.” WLF Executive Le^ 
Director Paul Kamenar said at the 
time. The ^ that Fiske’s conunit- 
tee had given good ratings to some 
conservative nominees did not di- 
minish the fervor of his oppon en ts. 
'They also held him responsible for 
the defeat of Robert Bo^’s nomina- 
tion to the Supreme Court, even 
though Fiske was no longer chair- 
man of the ABA committee when it 
split on Bork’s rating— and even 
though Fiske personally supported 
Bork. 

As part of the effort to discredit 
Fiske. conservatives charged that he 
had once given a $1,000 campaign 
contribution to an old friend. Demo- 
crat WiUiam Gray, when he ran un- 
successfully for a Vermont Senate 
seat in 19M. 'They also called atten- 
tion to a 1985 U.S. Tax Court ded- 
sioo that found Fiske had failed to 
pay $14,000 in taxes stemming— in- 
terestingly enough— from a 1986 
land deal The Fiske frunily had long 
owned a share in a Gatfkjll moun- 
tains fishing dub. Fiske and the oth- 
er owners transferred the land to a 
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the court determined that Fiake 1^ 
underestimated the land’s value.* 

The Bush ad m i nistra tico evdB- 
ally caved and Fiske withdien^ft 
name from oonsideratioiL ”A laF5f 
people would have been vocalfr’JOF 
happy about the way they were 
treated." says Macbeth. "He tool^ 
remarkably well He just wasn’t «> 
ing to get into a squabble about kJ ' 

So far. conservatives haven’t 
made a big issue of Fiske’s appoint- 
ment as qwdal counsel Whil^the 
Wall Street Journal’s editonal-pdge 
writers called Fiske "a very curious 
selection"— raising the specter of 
Fiske’s service on the ABA judicial 
review committee as weU as'ius 
brief represenution of Clark Ciifraid 
in the BCCI matter — ^Justice de- 
partment spokesman Stem says he’s 
heard no concerted objectiona. 7m 
under the impression that there's a 
great deal of admiration and resM 
for Bob Fiske across the spectrum/ 
he says. 

Getting His Hands Dirty ~ 

Flake is far from finished with his 
task, but Washington lawyers are 
impressed with tbc way he began it 
"His going to Little Ro^ said an tw- 
fiil lot." says a partner at one we9- 
regarded Washington firm. "A lotted 
these guys don't want to get their 
hands dirty. 'This guy's actu^ gone 
down at great finan^l sacrifioe and 
he’s living in this town and trying io 
get to the bottom of this. . . . Add 
he’s certainiy a $1.8 milhon mah'7 
Bemie Nussbaum is." (llie real 
number for Fiske is dostf to $1^ 
milhon. saysa Davis. Folk souro^ 

Fiske has traded ins seven figmet 
for a salary of $107,000. He has '^- 
en an apartment in Little Rock, 
where perhaps he bakes his own 
ch ick en as he immerses hmwrif .jn 
his mission down to the dedmal 
points, moving as fast as he can to 
conclude an investigatioo that -tte 
whole world is watching. Movingto- 
ward a time when Bill CUnton aiMl 
his supporters finally may be ahl»«o 
exhale.OrnoL 
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Backed 


Into the 

Qintons’ 

Comer? 

nmdit Eleanor Qift’s 


By Hofirard Kints 

WiriagintaiSatfWnMr 


Even John McLau^ilin ms nee* 
dling Eleanor Clift 
“Some pretty tough questions 
here." he scxjffed on the air. 

McLaughlin was reading excerpts 
of Clift’s recent Newsweek inter- 
view with HiDaiy Rodham Clinton, 


pected to have a take, an angle, a personal spm 
on the news. And in the hothouse atmosphm 
s pmvned by the Whitewater investigatioo, re- 
porters are increasingly categorized as pro- 
Qinton or anti-Clinton. 

Michael Kinsley, the New Republic coJum- 
■iit and co-host of CNN's ’^^rossfire.” frequent- 
ly defends the president “I get abuse fior being 
nOinton cheerleader all the time," he says. “AH 
tte peer pressure is to whack the guy. All the 
aodalpfessureistobecxiticaL’rhere'snorein- 
fafcement or reward for sticking up for Clinfon. 
AD you get is ridicule." 

Sidney Blumenthal, The New Yorker's 
Washin^on correspondent, was discussing 
Whitemter on a recent "Qiarhe Rose ShofsT 
iHien Rose abruptly asked: *Sidney, are you the 
IbmI bk uncomfortable defending the admims- 
tiation in the way that you doT 

"I think I’m being quite dispassionate. . . . 
Uyviem arc utterly in dependent , " Blu menth al 
icpfied. 

Fsul Begala, a political adviser to CDnten, 
gnmUes that many reporters respond to un- 


unusually sympathetic. 

Asm: 

"My theory is that you have a 
thing about privacy," Clift said to the 
FiratLady. 

"Edward Bennett WQfiams used to 
say that Washington hkes to bum a 
witch every three months," Clift 


don’t want to he seen as 
someone who will defend 
the Qintons at any length. 
... I also don’t tvant to 


"A lot of people want to launch ca- 
reers based on finding something," 
Clift said. 

As a highly visible journaliat>--si» 
is both a Newsweek White Honae 
correspondent and "McLaughlin 
Group" pundit— Clift has grown ac- 
customed to criticism that she is a 
staunch defender of the Clintons. 
She says it's a bum caix 
Thm’s no penalty for an individ- 
ual reporter who is per c e ived as be- 
ing too tough," Clift s^ ‘But the 
reporter who is perceived as being 
soft is immediately de-legitimised, 
portrayed as being in the tmk. 

"It’s not c o mfort a ble to be singled 
out as someone who is someh o w a 
cheerleader. That’s the last thing 
any reporter wants to be ron s kler ed. 
W^ I’ve said holds up under the 
banner of fair analysis.* 

Gift is emb l emat i c of a talk show 
age in which many journalists are ex- 


take ffutuitous shots just 
toprovemy 

n 


— Newsweek’s Eleaor Gift 

spoken pressure from coUeagues. "If they don't 
stick the knife in. they get put in the New Re- 
public’s 'Clinton Suckup Watch,’ * he sa^. 
(The Ointooites registered no such nwqdato. 

courae. when the media were bearing up on 
(Mdent Bush.) 

Cfift’s position is particularly awkward be- 
CMse she is also a White House beat reporter. 
On "The McLaughlin Group," where Fred 
Barnes. Morton Koodracke and McLaughlin of- 
ten criticiae Clinton and Jack (knnond tends to 
stay above the fray. Gift is left to cany the 
Wl^ House banner. 

The problfm with television is you beco m e 
a ca ri cat u re, and you don’t have time for the 
is. ands and buts." riie says. The first question 
alwaysgoMtoFredoowhattenifalethii«CiD- 
tontMthri week, and I’m the counterpoint" 
Says Baines: Tt’s how Eleanor defines her 
role. Whenever anybody cr i tic iz e s Clintan. she 
Hunks she has to come and defend hun." 



A number of Newsweek staffers are unoom- 
farmbfe with the arrangement 1 think she 
takes it too far." one says. "A lot of people find 
k emb an as ri ng.lt puts the magaane in a com- 


p o s kinn , * But Gift says there are 


of "checks and balances" m Newsweek s 
"group journalism" approach. 

Evan Thomas. Newsweek's WaahmRtoo bu- 
reau chief, says: "We cover the White House 
from a number of angles, and the Chmons have 
never acoised us of going soft on them. JE3ea- 
nor’s voice is one among severaL" 

Gift, who started out as a Newsweek seoe- 
ta^ and is now a big draw on the l ect u re dr- 
cuk. is cooKioos of to role as the show's resi- 
dent feminist. McLaughlin often calls her 
"Eleanor Rodham Cfift* She attracts plenty of 

hate fluil; one viewer even accused to of tying 

to scarf like the Fust Lady. 

In the e mer g ing debate over whether the 
media are going overboard on Whitewater. 
Qift’a position is dear. The whole p re ssu re on 
the group of os is to dedare them gnflty and 
then look fer the support evidnee," she 
says. But she adds; The Gintoos of course are 
not blamefess. Ghkoo has this habk of diaaem- 

Mto" 

Wto after week. Gift plays to assigned 
rofe in the ‘Md.aupUin" skeonL When asked to 
compare Whitewater to a pfayrical ailm^ she 
chose liangn^ or toe-sto.” Asked to rate 
Ginton’s handling of Whitewater, she has twice 
givenhimanA. 

Tn the end, John, this is going to be much 
ado about nothi^" Gift said on one program. 

Last month she went too fer. When Mrs. 
Clinton made some harsh comments about 
Whitewater in a Whke House interview with 
EUe magaaine. Gift insirifd. on the basis of 
sficnn d han d inl Qr ma tion.thatthiswasinerdya 
"rant in a restaurant.* She later ap ologi z ed for 
the error. 

AO this has made Gift a prominent target for 
conservatives. Dorothy Rabinowitz, a Wall 
Street Journal columnist, says she finds Gift 
"nerriatentlv. endfesaly sod u n v feM in riv" oro- 
Clinton. There is not the slightest self- 
conadonsneas shotit k." Rabinowitz says. 
reaUy isa true believer." 

Cbft brushes off such aitidsm, notto that 
slm has never been invked to lunch or dnm at 
the White House. And she had never been 
gra n ted an int erv iew with Mrs. Clinton until 
several weeks ago, when the First Lady, under 
0 rawingpreaanretotaikaboutWhitewater.de- 
dded to apeak to N ews we ek and 'Time. Gift 
says she was h a mpered by a 20-mmute time 
hmk and ground roles that barred questions 
about Whkewater matters under investigation. 

Ton want to establish an atmosphere where 
you draw the person out and get at to under- 
lying attitudes." she says. Tou don’t get that 
^ ariring where are the canceled rhtos. and 
franUy that’s not my expertise. 1 was trying to 
find out how angry she was and who did she 
blmne." 

Gift says riie has been trying to shake the 
pro-Clinton label ever since the 1992 New 
H am priure pri mar y, when she predksad that 
Bin C ha t o n would win the Democratic nomina- 
tion. 

1 don’t want to be seen as s omeone vdiowtti 
defend the CBntnns at any length." she says. "I 
really don’t think that’s my role. I also don’t 
want to take gratuuous shorn just to prove nn- 
in d e p en d en ce. 1 have cenamly enririaed them 
when 1 tbmk th^ deserved k." 
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Unflattering Family Portrait 


The cumulative release of details 
about how Bill and Hillary Clinton, 
before entering the White House, 
eaned extra money and limited their 
tax liability has propelled many 
thoughtful Democrats into despair 
about the political consequences. 

They are hardly reassured by the 
apparent lack of aiminal liability ^ the 
Chatons. Nor did the resuiienoe in 
popular esteem for the pres jd mt after 
his masterful pr esa <o o toence perfor- 
HMn c e March 24 cheer sa v v y Denu^ 
cxatk politicians that much. Barely get- 
tilt above 50 percent in nataonal 
approval ratmgs is seen as tem p o nt y 
relief, not likely to sunive the new 
dmnung of Whitewater. 

The Whitewater affair is not Wa- 
tcrgtte. where criminal activcy was 
tied to the White House. But it *s not. 
as presRiential political adviser Faul 


The cultivated 
image of the 
Qintons ‘Splaying 
the rules” ... is 
in disrepair. 

wrote on March 21 that "the CKnions* 
mistakes on their tax returns were so 
obvious and so per v a siv e ... that one 
has to wonder whether they were not 
playing the audit lottery"— that is, bet- 
ting that tl^ would not be among the 
one p er ce nt of taxpayers audited by 
the Internal Revenue Service. 

The extent of these mistakes has led 
tax pr nfesainn a h in Washiogtan to 
speculate, tongue in cheek, that the 


to a onw a ti o na b ec a u a e they 


Rather, a new public perception of 
the president and First Lady has 
enm q ted from a dady o u tpo u ring of 
detaia that caused oi 


ble crimmal action by the ao<alled 
"ionooent spoine's taw.” That is a ref- 
erence to Se ct io n 6013(e) of the Inter- 
nal Revenue Code, urlnch, to protect 


uinocent wives from dishonest hus- 
bands. relieves a spouse from tax iiabii- 
ity if the other spouse is solely respon- 
sible for "substantial undersutemem of 
tax.” 

Actually, tax experts suggest that 
the Clint^. under a worst-case sce- 
nario. are protected by a statute of 
lim i t a ti o ns of three yearp on avil fraud 
and six years on oimntal fraud. They 
are unprotected, howev^from the 
unforgiving stream of infonnbt^ 
That the Clintons were so podaesaed 
in maxiniiring their income and mini- 
m i an g Unde Sam's share of it is vari- 
ously attributed to the culture of Little 
Rock, to the alleged greed of the '80s 
or to a combinatioo of both. The better 
explanation may be that the president 
and First Lady fell victim to the pas- 
SMn by prominent public servams of 
both parties to have it all— both politi- 
cal power and personal wealth. What 
hott the C&ntoos is how far it is from 
the image they studioualy promoted. 

e IW«.CfHMnSv«teMata. 


eanoot bear to look at the daily news- 
papers. The cultivated image of the 
Oinlons Iptaying by the rules” and not 
iateremed in money is in 
Thia dimate transcends Republican 
Rep. Jhn Leach's inquiries into wheth- 
er Madiaon Guaranty Savings k Loan 
was itiflkfd in effM to save die 
Whitewater land dev el opm en t profect 
and Special Counad Robert Fiake's 
qneat lor criminal notations. The oore 
poilical problem is what has been 
tamed about the first famiiy’s penon- 
al finmices during the Little Rock 


I'M". 

The precursor came last December 
when it was revealed that Qtaron had 
taken a 16 tax deduction on three pairs 
of underwear donated to the Salvation 
Army. That was the tip of the i ceber g . 
Repeated efforts by the Chotons to 
shelter their nongovernment moome 
were s oo n revealed. 


Thta is far from the hnpresaioo cdti- 
vatad by the White House that the 
C h nl io na were too proocruptad by the 
burde ns of g ov er n ment to bother tA- 
■g t d e du cti on of supposed While- 
waaerloisei, The steady flow of diici» 


them highly dehetafale in the I 


One expert who has been oo 
oned by news organtaations to ( 


mo CPA Steven Banktar. sees a 
"pattern” that is “ discnocer t m g” for the 
community of tax preparers. "Clearty.” 
he said. ”no preparer would have a 
reasonable basis tor some of the deduc- 
tnos on the Chnton returns.” 

That condusaon is also reached in 
detailed analysts by Lee Sheppard over 
the past three months in Tax Notes, a 
publication for tax protasaionata. He 
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The cartoonist is a contributor the Village Voice. 
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Conflicting details 
and accusations 
on Whitewater 


By Lan7 Margasak 
The Associated Press 

Some of the key Whitewater accusations made against the 
Qintons by Rep. Jim Leach. R-Iowa, don’t stand up to closer 
scruuny, according to an Associated Press review. 

Here's a look at three accusations and conflicting details. 

Capital f pin* and taxes. On their 1988 tax returns, the Clin- 
tons reported a $1,640 capital gain from the sale of a model 
home on Lot 13 of the Whitewater development 

Leach says the gain should have been $20,000. He says the 
Clintons purchased Lot 13 out of bankruptcy for $8,000 and 
sold it for $28,000. 

The Qintons actually owned and sold Lot 13 twice. 

In 1981. the Qintons’ mortgage and sale proceeds were ear- 
ned on the books of the Whitewater Development Corp., re- 
cords show. When the flrst buyer faltered, the Qintons bought 
the property out of bankruptcy in 1988. 

In that transaction, the Clintons paid $8,000 and assumed the 
remainder of the flrst buyer's mortgage payments, according 
to Jeff Levin^n. 
the bankruptcy 
trustee who over- 
saw the sale. 

With the mort- 
age assumption. 

Levingston has 
said, the Qintons’ 
purchase price 
came to around 
$28,000. Land re- 
cords show they 
resold the lot for 
about $28,000. 

Levin^ton said 
he thinks the Qin- 
tons took a loss, 
adding by declar- 
ing a gam. “I think 
he came out real 
short on the deal.” 

Leach said his 
claim of a $20,000 
profit is based on 
a taped conversa- 
uon in which the 
Qintons’ former business partner, James McDougal. suggested 
the Whitewater development company paid the mortgage on 
Lot 13. But McDougal has said he was referring to the mort- 
^ involved in the 1981 sale, not the 1988 transaction. 

Whitewater profits: Leach challenges the Clintons’ state- 
ment they lost $46,000 in Whitewater. He says they “received 
value from Whitewater in excess of resources invested." 

Leach reaches his conclusion by lumping in a series of finan- 
cial transactions he considers Whitewater-related: 

► $26,000 Hillary Clinton’s law firm earned for legal work 
she and another lawyer did for McDougal’s Madison Guaranty 
Savings & Loan in the mid-1980s. 


► The disputed $20,000 capital gain from Lot 13. 

>■ $35,000, or half of the $70,000 regulators say went into 
Whitewater from sources affiliated with Madison <;Ar, Leach 
argues the Qintons, as 50% owners of Whitewater, should con- 
sider this as income that defrayed their costs. 

$55,000, or half of the $110,000 court documents say went 
into Whitewater's account from a federally backed loan made 
to McDougal’s wife Susan, a Whitewater partner. 

Leach acknowledges some “'may suggest that it is stretch- ' 
ing” to count such items as profits | 

Preanning the regulatoix Leach says top federal regula- 
tors in Washington tried to impede an invesbgadon by regional 
investigators into Madison’s failure, which cost taxpayers be- 
tween $47 million and $60 million. 

Leach released a memo by S&L invesogator Jean Lewis 
which he said showed top regulators pressured her to alter her 
conclusion Whitewater had caused losses at Madison 

But Lewis, based in Kansas Qty, did not say she was pres- 
sured. She said her bosses had inquired about whether they 
could conclude Whitewater did not cause a loss to Madison. 
Lewis said the top officials wanted an honest answer but would 
be happier with answers that “would get them off the hook." 

Lewis said in her memo she sdll believed Whitewater 
caused losses, and material should be referred to the Justice 
Department for a criminal investigation. 

The senior officials named by Lewis. John Ryan and Ellen 
Kulka, wrote Leach “no pressure has been exened ” by the 
Qinton administrahon in that probe. 

Furthermore, it appears an earlier criminal maner involv- 
ing Madison was rejected by a Bush administraDon appointee. 

According to the Los Angdes Times, the Republican U.S. 
attorney in Dttle Rock. Qiaries Banks, argued against bringing 
charges in the Whitewater controversy just before the 1992 
elecuons. Leach’s office said he had not seen Banks' letter. 



LEACH: Challenges the Clintons' state- 
ment they lost $46,000 in Whitewater 
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A Conservative’s Star Soars 
On Words About Whitewater 


By WILUAM GLABERSON 

Who is Robert Bartley? 

Before Whitewater turned The 
Wall Street Journal’s ardent chief of 
editorials into a media personality, he 
was already the darling irf conseiva- 
tives. 

But a headline — ’’Who Is Vincent 
Foster?” — and its aftermath have 
broadened his role. At S6. Robert L. 
Bartley, editor of The Journal, has 
become a star in the very “liberal 
media" he abhors. His role: White- 
water sage. 

With a new prominence that began 
with the editorial atuck last summer 
on Mr. Foster, the deputy White 
House counsel who died on July 20 in 
an apparent suicide. Mr. Bartley 
slashes away at the Clinton Adminis- 
tratioa He sneers at the Democrats. 
Little Rock and anyone who calls the 
1980's the decade of greed. And some- 
times he even appears to scorn the 
reporters at his own newspaper. 

The open secret at The Journal for 
years has been the discomfort such 
sentiments sometimes cause employ- 
ees of the newspaper’s news opera- 
tion and the ridicule some of them 
apply to the paper’s editorial posi- 
tions. The news division is separate 
from the editorial page and its em- 
ployees repon to a different top edi- 
tor. Paul E. Steiger, the newspaper's 
managing editor. Mr. Steiger and Mr. 
Baitl^ report separately to Peter R. 
Kami. The Journal’s chairman and 
publisher. 

New Source of ConfBcU 

Some news depanment employees 
c o nsi der themselves political liber- 
als. Some also find their news reports 
occas i o n al l y contradicted or under- 
cut by their own newspaper's editori- 
als. Whitewater has provided a new 
series of such opportunities for con- 
flicL 

The editorial page has sometimes 
heaped praise on news organizations 
other than The Journal for courage m 
pursuuig Whitewater leads. The New 


York Post has been especially warm- 
ly appreciated. At times, it has ap- 
peared that The Journal’s editorial 
page is insulting its own news opera- 
tion by omission. 

The differing approaches of the two 
sides of the same newspaper have 
begun to attract outside attention. 
The New Republic recently took note 
of two Journal headlines from the 
March 14 issue that reponed the start 
of an investigation by the Whitewater 
special counsel. Robert B. Fiske Jr. 

A Journal news headline that day; 
"Fiske Gets Off to Fast Start in 
Whitewater Probe by Moving For- 
ward Aggressively on All Fronts." 

The editorial page headline the 
same day: “Tlie Fiske Cover-Up II." 

The Journal’s senior news editors 
insist they are not insulted. But Alan 
Murray, the Washington bureau 
chief, does acknowledge that "there 


An editorial attack ' 
draws attention, 
outside and inside 
The Journal. 


is this tradition of not Just separation 
but competition — or enmity.** 

Mr. Bartley denies that the editori- 
al page has tried to embarrass its 
own news division. But he acknowl- 
edges longstanding tension between 
the news and editorial sections. 
"There’s always been this undercur- 
rent of disagreement," he sakL 
•Certain Kind of Fun* 

Mr. Bartley, who says his Iowa 
upbringing in the 1950’s provided a 
standard of values to measure cur- 
rent events, appears to be reveling in 
the role he calls spokesman for the 
loyal opposition. "There’s a certain 
kuid of fun that ere're having again 
now that we had during the Carter 


years," Mr. Bartley said of the mood 
among his staff of 30 or so conserva- 
tive editorial page writers and edi- 
tors. 

"You get up in the morning and 
say, ’O.K.. what are they doing now 
that we can criticize?’ ’’ Mr. Bartley 
said. 

Before the current "bumbling 
Pre s idency.** as The Journal’s edito- 
rials like to call it. the soft-spoken Mr. 
Bartley may have been best known 
among conservatives for editorials 
that helped establish the supply-side 
economic underpinnmgs of the Rea- 
gan years. He was favored, too, for 
commentary that described how the 
1960*s ruined the country. 

. But lately, Mr. Bartley has been 
reaching a wider audience. He is seen 
on the Press” one day and on 
"Charlie Rose" another. A'nd New 
Yorlt magazine is describing the 
rambun ct iously conservative editori- 
al -pige Iw'has edited since 1972 as 
"srtli^ ferocMiis and very, verv 

A^l^brilieine 

The "Whb Is Vincent Foster?" edi- 
torial that surted all this attention 
was one of several last summer that 
criticized Mr. Foster and other Clin- 
ton Administration lawyers from the 
Rose Law Firm in Little Rock. A note 
found In Mr. Foster’s briefcase after 
his death said, among other thuigs. 
that "the WSJ editors lie without con- 
sniMocc:'* 

TWUwinter, there have been new 
"who is" editorials. They have been 
aimed at "Friends of Bill" and at 
"HIBary," as Mrs. Cluiton is often 
called on The Journal's editorial page 
(as tai **HHlary in the Pits.’’ the head- 
line oC an editorial last week on her 
commod iti es trading profits). 

The Jonrual’s editorial page has 
boed Bd lsirtU u s in its suggestions 
that the Administration has been 
t a in ted by "congeniuUy violent’’ Lit- 
tle Rock and that Clinton aides are 
involved in cover-ups. 

So me of the editorials offer new 
information dug up by The Journal's 
editorial page staff. These "reported 
editorials.** as The Journal calls 
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them, nave delved into ihc Clintons' 
Arkansas connections and raised 
questions about the investigation into 
Mr. Foster's death. 

Questions of Tone 

If there IS criticism — and there is 
~ that the tone of the editorial page 
turned taunting after Mr. Foster's 
apparent suici^ Mr. Bartley does 
not appear concerned. "If you have a 
good story, run with it." he said. 

Some Journal watchers say they 
are offended. "To me. it’s so mean- 
spirited." said Stephen Hess, a media 
analyst at the Brookings Institution 
and a Republican who worked in the 
Eisenhower and Nixon Administra- 
tions. 

"It seems to take such joy in evmry 
foot fault of the President and every- 
one close to him." Mr. Hess said. "It’s 
as if they are really trying to bring 
down a Presidency." 

Mr. Bartley denies that. Still, after 


an interlude following Mr. Foster' 
ueath last summer. The Journal's 
editonal page returned in mid-De- 
cember to Its “Who Is Vincent Fos- 
ter?" themes. 

A Different Reactloa 

All the respectful attention from 
the media lately. Mr. Bartley said in 
his office at The Journal last week, is 
"the other side of the coin." He said 
the reaction was the opposite of what 
occurred after Mr. Foster's death. 

"People." he said, "were assigning 
us a sense of responsibility." But a 
newspaper cannot be held account- 
able for the effects of depression in an 
offioal It covers, he has said repeat- 
edly. 

Mr. Banley said he did not under- 
stand criticism that The Joumars 
editorials are mean m tone. "Look,” 
he said, "we write lively editorials." 

To be sure. The Journal’s editorial 
page has never been shy. at least 
since Mr. Bartley took over in 1971 It 
has had clear likes (Oliver North, 
Robert Bork. Ronald Reagan and the 
junk bonds of Michael Milken) and 
dislikes (cultural elites. Lani Guinier 
and "frantio propagandists" and 
"left-wing lobbyists” like Common 
Cause and the National Association 
for the Advancement of Colored Peo- 
ple). Mr. Bartley won a Pulitzer Prize 
for editorial writing in 1900. 

His top deputy, Daniel Henninger, 
wrote one of the best-known recent 
Journal editorials. "No Guardrails," 
in March. It concluded that it was 
possible to specify when America 
"began to tip off the emotionai 
tracks." According to The Journal, it 
was in August 1968, during the 
antiwar demonstrations at the Demo- 
cratic National Convention in Chi- 
cago. 

Support at Dow Jones 

Mr. Bartley’s stewardship of the 
editorial page clearly has the support 
of senior officials at Dow Jones it 
Company, which publishes The Jour- 
nal Mr. Bartley has been a vice presi- 
dent of the newspaper and a member 
of the company's management com- 
mittee for a decade. In an interview 
last week. Mr. Kann called Mr. Bart- 
ley "one of the genuine intellectual 
leaders of America." 

In person, the bespecucled Mr. 
Bartley is so deferential that he ap- 
pears to cringe at being the object of 
interest His sentences are interrupt- 
ed with pauses and it is nearly impos- 
sible to detect the ubie pounding that 
is so familiar on his editonal page. 

Mr. Kann and others who have 
known him for years say it is part of 
Mr. Bartley’s writer’s personality to 
reserve his passions for the prmted 
page. Mr. Bartley was briefly a re- 
porter for The Jounuil in the early 
1960‘s and Joined the editorial page 
suff in 1904. 

What he perceived as the hypocrisy 
of the left in the I960’s. he said, began 
his drift from moderate Republican- 
ism toward the right. As the founda- 
tion of his thinking, he cites his youth 
in Ames. iowa. where society's struc- 
ture and the values of individual n-- 
sponsibility made sense. 

"The pendulum." he said, "has 
gone too far and we need to go back 
and think about individual responsi- 
bilitv and the values that come with 
that* kind of upbnngmg." 
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James Leach 

Viewing Whitewater as a 
Matter of Public Ethics 

By Michael Ross 

wasmncton 

N oi given to ovenutement. Rep. James A. Leach of Iowa is the first to 
admit thau as scandals go. Whitewater is no Watergate. And yet by a 
twist of fate. Watergate was indirecUy responsible for the fact that Leach 
now finds himself cast as President Bill Clinton's chief congressional 
accuser in the controversy involving a failed Arkansas thrift and its ties to 
a real-esute venture half owned by the Clintons. 

Two decades ago. it was Watergate and a confrontation with another 
President-Rlchard M. Nixon-that changed Leach’s life, propelling him into 
politics and setung him on a career path that would lead to the Hoi^ Banking 
Committee, where he now sits as ranking R^ublican. Then a rising young 
diplomat with a masters degree in Russian studies. Leach had just been assigned 
to Moscow when Nixon fired Archibald Cox as special Watergate prosecutor in 
the Saturday Night Massacre. Outraged by the abuse of presidential power. 
L«Mh promptly resigned from the Foreign Service, saying his conscience no 
longer allowed him to serve in Nixon's government 
Instead of Moscow. Leach went home to Davenport Iowa, to help run the 
family propane*gas business. When he launched his first bid for Congress in 
1974. only four people showed up tor the rally. However, one at them, architect 
Elisabeth Poxley, became his wife the following year. They have two chUdren. 
Elected on hu second try in 1976. Leach has easUy won reelection ever since. 

Sofl'spoken and almost priestly in demeanor <>a colleague jokes that when 
Leach speaks, he expects “the words to come out m Latin"— Leach is. at first 
blush, an unlikely candidate to take on the PresidenL Though a fiscal 
conservative. Leach is so liberal on social issues that his fellow Republicans 
frequently deride him as a “crypto-Democrat.’’ Indeed. Leach’s main targets 
have been RepubUcans- Nixon for Watergate. Ronald Reagan for Iran-Contra 
and the GOP leadership for its embrace of the religious right He was a friend 
and (Wender of George Bush, but often voted against the latter’s positions. 

Until now. Leach. 51. was perhaps best known for the crusade he waged in 
the Banking Committee during the 1900s, to stave off what he warned was ui 
. impending crisis by requiring thrifts to increase their capital and restrict 
speculative investments. At the time, he was widely ignored by both Democrau 
and GOP. who now ruefully admit they were wrong whUe he alone was rigfaL 
In Whitewater. Leach has an issue that friends say engages his two mam 
passians: banking and public ethics. And in the party pariah, the GOP^leadership 
has found an unlikely but useful chwpxm-whose squeaky-clean record and 
nf him nearly Imp er vi ous to D em oc r atic charges 

that he is only trying to embarrM (^ton for political reaso^-*; 
a i..»jn5r.A .:^jriiA lecsr. %ns’^ .tf -rt ^ /iht.o:) wyrj-* 


Q aesdiw 7 ^ 

ttm unturt wkat Whitewater ti obotf 
and have trovble undemanding the ,<Xn- 
tamf role in iL Soja etert with, what ia 
Whitewater aboiu and whg dwtdd Ameri- 
cana eare about UT. .fci; .i-i-av. 

AMwer: Whitewater is about ronfiktt 
of interest . . . involving a rcal-esuu 
investment in which one-half of a part- 
nership put in substantiaUy more re- 
sources than the other half. They also 
involve the intermixing of taxpayer- 
guaranteed resources with a private ven- 
ture. to the potential advantage of a 
public official. That is what makes the 
circumstance a public rather than simply 
a private interest. It should be stressed 

that on the public record is the fact that a 

failed savings and loan infiipcd far more 
capital into Whitewater than then-Gov. 
(Clinton). , 

In a nutshell, you have a conflict of 
interest in mulUthousand-doUar propor- 
tions which may have contributed to 
multimiUion -dollar losses for the taxpay- 
er when the SAL subsequenUy failed- 
due. in part, to its investment in White- 
water and other real-esute ventures of 
quasi-similar composition. 

Q: rott have been conducting your own 
WhUewoter jtrabe and have turned over 
the reaulta to Special Counsel Robert B. 
Piske Jr. What evtdenee did you find to 
show that money was diverted from Madi- 
son Guaranty to Whitewater? 


Michael Ross covers Congress for The 
Times 


.itTt . *’ 

As We provided a series of cli^ stubs 
that show money flowing (into Whitewa- 
ter) from Madison-affiliated entities. 
Then there is on the public .record the 
Madison Marketing VtJSOO check that 
went to pay off a Clinton loan. Then (RTC 
investigator) Jean Lewis hu indicated 
that she. found approximately STOJXX) 
going . into Whitewater over a six- 
month period alone. 

So you have three predre sets of 
evidence. One is the 97.500 check: one is 
the 9TO.000 transfer, for which, by the 
way. there is alu a check trail, and 
thirdly, the check stubs that relau to a 
seriu of small transfers in an earlier time 
podod. That is the evidentiary circum- 
stance laid on the table. 

% And do you believe the CUntons were 
osaareof at least some of them transfers? 

As If one views the fwiner governor 
and former first lady of Arkansu as 
passive investors with little involvement 
in the deal-making ethos of the poliucs of 
the tune m Arkansas, then it is credible to 
assume that they might not have known 
On the other hand, if one's assessment of 
(the Clintons) is a little more skeptical, 
one might reach a different conclusion. 
Those are judgmental elements at this 
time, not proven arcumstancu. 

But let me streu that Whitewater also 
received an infusion of funds from a 
small -busineu investment corporation 
(Capiul Management Services. Inc.) 
and its former head, who hu plea-bar- 
I gained with the special counsel, has 
I alleged that the governor urged him u> 
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make this particular loan and that the 
funds for this loan originally came from a 
substantial loan from the S4L Madison 
Guaranty. So these are the aliegauons on 
the ubie. though they are by no means 
proven. 

Q: PMs also UutTjiaii 

cant believe the media it paytng too much 
attention to Whitewater. How has the 
media handled U in your view? 

A: Yes. we have given loo much 
atienuon to the issue. My own sense is 
that what you have here is an issue of 
public ethics that deserves being raised— 
and then deserves being resolved. All the 
minoniy ever requested almost five 
months ago was for a hearing on the 
subject. If that hearing had occurred, this 
would have been a one-to-ihree-week 
issue. As It worked out. the decision to 
deny public accounubility piqued public 
interest, and parucularly press interest, 
and the issue escalated .... lt‘s one of 
the reasons why I have repeatedly sug- 
gested that, with full public disclosure 
and full accounubility. I am more than 
willing— in fact. I am quite eager— tb 
bnng this issue to resoluuon. It’s my view 
that accouniabtiuy is in order, but that a 
constitutional cnsis is not. 

Q: Republicans say Democrats are trying 
to keep Whitewater from coming out. But 
didn't Republicans try to do the same thing 
with Democratic -driven probes like Water- 
gate. iran-Contra ana iraqgate— which 
uou uourseli opposed'* 

A: Watt just a minute. I am on the 
public record as supporting the Iraqgate 
inquiry I was also Congress' leading cntic 
on the legal and consiituuonal implica- 
tions of the Iran-Contra policy. 1 support- 
ed every investigation in the House 
Banking Committee— including those 
critical ui a number of Republicans. In 
fact. I suggested the investigation of 
Reoubi lean Gov (Fife) Svmington 
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The only investigauon I had doubts about 
was the so-called October Surprise, 
which IS the one issue in which George 
Bush was somewhat vindicated. 

Now. I didn't draw the same conclusion 
that everyone did (about Iraqgau) .... 
But 1 supported the decision to go ahead 
with the inquiry. 

Q: You’ve been described as moderate 
and nonpartisan. But now some Democrats 
are saying that ambition has driven you to 
the right; that you're looking for a party- 
leadership position; that you’re much more 
partitan now. Who is Jim Loach, and why 
ishesofixedon WhUewater? 

A; First, let me say that I’m perplexed 
at all of the motivauonal queries. In all of 
the max>r (congressional) probes of the 
last several decades, no one .. ■ . ques- 
tioned the motives (for holding them). In 
terms of party leadership. I'm not a 
candidate for any House leadership posi- 
tion. and I've made that very clear. 

But if you’re looking for motives, part 
of It relates to a strongly held conviction 
that public ethics are not an issue of the 
left, right or the center. I feel this very 
strongly. To paraphrase Barry Goldwater. 
“Moderation in the pursuit of truth is no 
virtue and vigilance in defense of public 
ethics no vice." 

In terms of happensunces. 1 came to be 
the ranking member of the committee of 
jurisdiction over the SAL circumstance 
i , in which sutc governments in a 
small numoer of states played a signifi- 
j cant role in the losses that occurred. 

I've argued that there is a tnpod of 
I responsibility for the largest, single, do- 
mestic public -policy mistake of the cen- 
tury— the quarter- inllion-dollar SAL de- 
bacle. 

One part of the tnpod relates to loose 
laws passed by a loose Congress; a second 
part relates to ideological decision-mak- 
ing within the Reagan Administration on 
deregulating an industry that demanded 
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ceruin sianaaros. ano the third part 
relates to a small number of sutes— in 
parucular. Texas. Louisiana. Arkansas, 
and California— which failed both at the 
regulatory end and at the legislative and 
executive levels to recognize their re- 
sponsibilities to the deposit- insurance 
system. . . 

In Arkansas, the percentage tosses 
were as extraordinary as they were in any 
sute .... While Whitewater suited out 
as just a basic real-esute development 
effort, by the time it was over, it had 
become a reai-esuie development effort 
that included subsuntiai infusions of 
taxpayer- guaranteed resources . . In 

the end. it was the taxpayer that picked 
up the ub for some of the speculative 
investmenu of a political figure. 

So all 1 would suggest is that mouva- 
tional aspersions are no substitute for full 
disclosure. They are not answers, to the 
questions raised. 

Q: Are you under pressure from (he GO? 
loaderskip to preu ahead with your probe? 

A: No. sir. 

What about the motives of some of 
your more partisan colleagues? 

A: I am very ill at ease with speaking 
about partisanship, but 1 will say this: It is 
a responsibility of all minority parties in 
all Western democracies to shine the 
spotlight of embarrassment on the ruling 
or govermng parties when they breach 
the law or breach public ethics. 

I also believe it's the constitutional duty 
of a member of Congress to oversee the 
execuUve branch .... By chance, as the 
ranking member of the committee of 
jurisdiction, a litUe extra responsibility 
has fallen on my shoulders. Not by choice, 
but by arcumsunoe. 

Q: The Democrats say they wiU allow 
Whitewater hearings only if they don‘t 
interfere with Fidels investigation. Are 
you confident that hearings will be held? 

A: It's more likely they will be held in 
the Senate than in the House ... But I 
have some doubts that full-blown hear- 
ings will be held. 

Qt Will you press the issue when Con- 
gress returns from its spring recess? 

As This is a good time for a bit of a 
respite. Tim is.no individual in America 
who wwuliibt happier to put this issue 
behind them more than I— with the 
possible exception of the President and 
the First Lady. 

Q: Are you saying you are not going to 
press for hearings, that you’ve made your 
case and are ready to let things lie as they 
are for a while? 

A: No. no ... . But my own sense is 
that now would be a good time to give the 
specMl counsel a little bit of rope to 
proceed. While Congress has histoncally 
had in -tandem probes with U.S. attorneys 
or specul prosecutors, there is no neces- 
sity that they occur at this time. A little 
slack isn't inappropriate. 

Qt Are you confident Fiske wtU do a 
thorough job in his investigation? 

A: I firmly believe Fiske is a very 
honorable man and that he will do a very 
honorable job. If I were to give him any 
advice, it would simply be to give the 
President of the United Sutes the benefit 
of the doubt at every turn. 

Q: The Democrats fear Republicans will 
use Whitewater to sidetrack health care and 
other issues on Clinton's legislative agenda 
What IS the likelihood that Whiteivater unli 
overshadow the congressional agenda* 

A: I personally, toully and completel.N 
concur that it's crucial we not let an issue 
like this sidetrack the three mam agenda 
Items of this year in Congress— which are 
health, welfare reform and crime legisla- 
tion .... But the way you put Whitewa- 
ter behind is to have full disclosure ano 
full accounung. Unless and until you do. 
Whitewater will continue to have .• 
momentum of lU own Z 
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Controversy 

■ Clearly Congress needs to pass a law 
exempting presidents, while in office, from 
the governmental investigation or prose - 
cuuon of any matter other than malfeasance 
in current office. A federal law could extend 
the statute of limitations on other actions 
until the end of the final presidenuaJ term. 

The execuuve branch is being seriously 
damaged by poliucally motivated investi- 
gations. Soon only a living saint will be able 
to function in office and I am not convinced 
that such a holy man would be in the 
country's best interests. 

BARRY J. WALSHE 
Newport Beach 

■ Invesugatmg the Whitewater affair at this 
point IS a dear case of sandbagging after the 
flood However, now that Congress is in such 
a virtuous mood, it might be a good time to 
suggest a way to prevent future indiscretions 
of this nature. 

Quiie simply, a law should be passed that 
all elected officials get their taxes audited 
every year. Not only would it help to keep 
politicians m line, it mav raise a good deal of 
revenue. How about lU ^n. Dole? 

WILUE WATSON 
Lawndale 

■ In your ediional of March 28 you ask. "Is it 
reasonable to establish a set of ethicai 
expectations for our poliucians that rises 
along with their prominence, thus setting up 
a siiuauon in which the bombshell explodes 
only at the point at which it is most damaging 
to the country?” My answer as a atizen voter 
uncommitted politically is a resounding yes! 
It IS not only reasonable but essential to have 
leaders of moral fiber. Not considering here 
the issue of having to trust them nor the 
effea of leadership role models on the rest of 
us. to tolerate and accept less from nationaJ 
leaders is a sure route to the disruption 
caused by certam exposure of their wrongdo- 
ing. 1, as a atizen of our beloved country, will 
continue to expect honestv for my vote. 

ARTHUR WONG 
Topanga 

■ The Times reported on Republican Rep. 
Jim Leach's charges on the House floor 
against President and Mrs. Clinton's rivalin g 
with their Whitewater investment (March 
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25). Leach's extensive charges came after a 
months-long invesugauon and then he ad- 
mitted that the evidence does not directly tie 
Clinton to any wrongdcxng. He then ac- 
knowledged that “on the landscape of politi- 
cal scandals” Whitewater may end up being 
only "a bump." 

Then why do the Republicans keep insist- 
ing that there is any need for congressional 
hearings? The Republicans are trying their 
best to turn this bump in the political road 
into a Watergate/Iran -Contra mountain. 
This IS ample indicaumi that the President’s 
opponents have little else to offer than 
tabloid-style politics at a tune when we need 
serious plans to du^t the country on the 
path to pro^nty and justice. 

GARY ZEMBOW 
Hollywood 

■ Regarding the March 2i “press confer- 
ence.” which was centered on the White- 
water scandal, it's quite msightful to me that I 
never once heard *Jie name Vince Foster. 
Neither did I hear the words “shred” or 
"cover-up.” I suppose this scenario should be 
preserved in some form for the next clinic on 
"our hard-hitting press at work." What a 
marshmallow toss! 

BARRY COOK 
Newhall 

■ Robert McFarlane (Commentary. March 
23) suggested that President Clinton and Sen. 
Bob Dole get together and agree to discontin- 
ue Whitewater heanngs if Clinton will 
publicly come clean. He ates the example of 
President Eisenhower. Sen. Lyndon Johnson 
and Speaker Sam Rayburn. The problem 
with this IS that Eisenhower, unlike Clinton, 
was elected by an overwhelming rn^onty. 
never u>ld a lie and was a war hero rather 
than an embarrassment to the military. 

We have elected a President based on 
promises (turn the economy around, reform 
health care. etc. ) instead of character, suture 
and honor. If Cbnton went "... before the 
people and (laid) everything ouu" who would 
believe him after a history of constant 
dissembluig? 

ARTHUR EVANS 
Redondo Beach 

■ Can Clinton pardon everyone associated 
with Whitewater for any possible crimes 
now. saving investigators years of work, or 
must he wait for Christmas like Getx^e Bush 
did? Of course we would miss the specucle of 




(Congress embarrassing itself in heanngs anc 
destroying any possibility of cnminal indict- 
ments. 

STEVEN SITTIG 
San Dimas 

■ Congratulations to Hdlary Clinton for her 
astute business sense and ability to profit in 
the late "TOs bull commodities market . 
and shame on the media and The Times for 
implying that this was somehow indecent or 
improper (March 30). Do I detect a hint of 
envy? Look up investment in ihe dictionary 
and learn not only that profiubiltty is a goal, 
invesung is a key element of our free- market 
economy. 

Had Hillary sigmficant losses, her de- 
tractors would be quick to imply she was 
squandering hard-earned family "milk mon- 
ey.” This Republican is liking .Ms. Clinton 
better every dav. 

BILL RYA.N 
Dana Point 
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Whitewater 
Wasn’t All that 
Seemed Fishy 
At Madison 


By ROBYN MEREDITH 

WASHINGTON — James B. 
McDougal, President Clinton's 
former business partner, ar- 
ranged a series of questionable 
real estate deals in addition to 
the femous Whitewater venture, 

' according to r^ulatory doc- 
I uments. 

I The deals apparently led to 
the demise of Mr. McDougal’s 
Arkansas thrift. 

The OfHce of Thrift Supervi- 
sion released nearly IS pounds 
of documents Thui^y relating 
to Mr. McDougal's failed Madi- 
son Guaranty Savings and Loan 
in response to a Freedom of In- 
formation Act request filed by 
the American Banker. 

“For several years the miyor- 
ity stockholders and a group of 
afniiates structured transactions 
for personal gam to the detri- 
ment of the institution,** accord- 
ing to an internal doc^ent of 
the Dallas Federal Home Loan 
Bank dated February 1988. 

After Clinton Deal 

The earliest documents re-> 
leased by the OTS date ftom 
1983, five years after then-Ar- 
kansas Attor^ General Bill 
Clinton and his wife joined Mr. 
McDougal and his in buy- 
ing 23(^acres that wm later 
known as the Whitewater 
estates. 

Rep. Jim Leach, R-Iowa, has 
cfaar^ that the development 
company that they formed end- 
ed up skimming off deposits 
from Madison, costing taxpay- 
ers money when it fail^ 

“Whitewater may have b^un 
as a legitimate real estate ven- 
ture, but it came to be used to 
skim, directly or indirectly, fed- 
erally insured deposits from an 
SAlL and a small business in- 
vestment corporation,** Rep. 
Leach said in a March 24 speec h . 

**When each failed, the U.S. 
taxpayer became obligated to 
pick up the tab,” Rep. Leach 
said. 

SnboidiaryUaed 

None of the documents re- 
leased by the OTS mention the 


OTS documents 


show other dubious 


deals by a former 
Clinton partner. 


President or his wife. 

Instead, they shed light on 
how Mr. McDou^ used a thrift 
subsidiary, Madison Financial 
Corp., in its real estate deals. A 
grand jury indictment charges 
that the subsidiary would bor- 
row money fri)m the thrift to 
buy land for real estate ventures, 
allegedly using straw borrowers. 

Because the transactions 
showed up on the affiliate’s 
books, they caused Madison Fi- 
nanri^ to appear to earn a prof- 
it. As a result, its chairman and 
president - Mr. McDougal - 
earned a 10% bonus from the 
company. 

Insolvent in *84 

The documents showed that 
regulators knew as early as 1984 
that Madison was insolvent, al- 
though they did not take it over 
until 1989. 

It was common in the 1980s 
for regulators to exerciae such 
forbearance, since the federal 
government had not allocated 
money to resolve insolvent 
thrifts like Madison. 

The 1988 document from the 
Dallas Federal Home Loan 
Bank focused heavily on the real 
estate transactions. 

“These projects were devel- 
oped and marixted via business 
entities owned or controlled by 
the majority stockhohkrs,' re- 
sulting i n substantial cash pay- 

lnl988tlwDallat 
Home Loan Bank 


wrote of InsMor 


transactions. 


ments to themselves and other 
affiliates,** the regulators memo 
reads. 

“Corporate resources were 
utilized to develop large real es- 
tate projects through the wholly 
owned service corporation. 
Madison Financial.** the memo 

Audits of the S&L showed it 
was insolvent to the tune of SS.6 
million at the end of 1985, and 
by S10.4 million in 1986. By the 
end of 1987, Madison had a 
S12.1 million deficit capital po- 


- 11 ^ 


sition. the Dallas memo said. 

In 1985. Mr. McDougal held a 
fund-raiser in Madison Guaran- 
ty’s lobby to help then-Gover- 
nor Clinton retire his 1984 cam- 
paign debts. 

Five years later, Mr. McDou- 
gal was indicted on charges of 
bank fraud. Madison failed in 
1989, costing taxpayers and esti- 
mated $60 million. 

The documents also show that 
Madison ballooned in asset size 
after Mr. McDougal came to 
control it. Much of the growth 
was funded by brokered de- 
posits. 

“Its standings increased 
1,437.99% from December 31, 
1982 to December 31. 1985,” 
regulators wrote in the Febru- 
ary, 1988 memo. “This rapid 
amount of growth was not ac- 
compamed by proportionate in- 
creases in capital.** ^ 
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GAO Cites Insider Lending Abuses 
In Most ’90 and ’91 Bank Failures 


By ROBERT M.GARSSON 

WASHINGTON — Insider 
lending was a problem in the 
majority of banks that failed 
during 1990 and 1991, but simi- 
lar abuses were evident in 
healthy banks as well, according 
to the General Accounting 
Office. 

The Congressional watchdog 
a^ncy said the 17S failed banks 
with insider problems cost the 
insurance fund $3.4 billion. 

The most common abuses 
were preferenual loan rates and 
loans that exceeded a bank’s le- 
gal limit 

To cope with insider abuse, 
the accounting office recom- 
mended that regulators include 
a thorough review of insider ac- 
tivities in the next round of ex- 
aminations for all banks. 

Direetora’ Role Stre we d 

In addition, the agency said 
communications between exam- 
iners and bank directors should 
be improved. 

Examiners should take steps 
to ensure that direaors under- 
stand the problems facing a 
bank as well as the general profv 
osition that such problems **are 
most often a consequence of de- 
ficiencies in the overall manaf^ 
ment and oversight by the di- 
rectors.** 

The GAO study showed that 
insider lending problems were 


n^gHtotory 
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contributing factors in 173. or 
61% of of the 286 bank failures 
in those years. 

Poet Facto InveatigatioB 
The accounting office also 
said that examiners were not do- 
ing as well as they should in 
identifying insider problems. 
Federal Deposit Insurance 


Corp. investigators working af- 
ter the bank fiiiled were more 
likely to identify insider prob- 
lems than were examiners work- 
ing in the institution while it was 
still open, the study showed. 

However, examiners did a 
better job in identifying losses 
from insider loans, the GAO 
said. 

The study said investigators 
have an advantage over examin- 
ers in ferreting out insider vio- 
lations. 

’’Former bank employees are 
more likely to be willing to talk 
to investigators about insider 
problems after a bank has failed 
and their jobs can no longer be 
jeopardize by such discus- 
sions.** the report noted. 

The GAO analysis showed 
that insider violations were 
strongly associated with man- 
agement proMems. 

Problema Lifted 

Among the problems cited in 
the study were the failure of 
management to respc^ to regu- 
latory criticisms, negligence, and 
passive or negligent directors. 

The GAO also selected 13 
banks that had not been closed, 
and found that insider viola- 
tions had been cited in 10 of the 
institutions. 

Insider problems consist of 
fraud by insiders like bank offi- 
cers and directors, insider abuse, 
and loan losses to insiders. Z 
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Another Former OTS Aide Joins 
Regulator of Fannie and Freddie 


Aida Alvarez, direaor of the 
Office of Federal Housing Enter- 
prise Oversight, has snagged an- 
other Office of Thrift Supervi- 
' Sion official. 

I Joining the regu- 

lator of Fannie Mae 
and Freddie Mac - 
^ examina- 

tions and re^latory 
oversi^t - is Mari- 
anac D. Wright, 
who since 1989 has 
been assistant re- 
gional director in the OTS* West 
Region office in San Francisco. 

She will direct federally nuui- 
dated financial examinations of 
the two secondary-market agen- 
cies, formally known as the Fed- 
eral National Mortgage Associa- 
tion and Federal Home Loan 
Mortgage Corp. 

Ms. Wri^t is the third senior 
OTS official to join the agency 
since it was formed last June. 

* m m 

Margery Waxman, who 
served as acting general counsel 
to the E>epartment of Treasury 
during the Reagan administra- 
tion. has joined the law firm of 
Greenberg, Traurig. 

Larry HofTman, the firm’s 
managing director, said Ms. 
Waxman will focus on expand- 


ing the finanaal services prac- 
tice, with particular emphasis on 
banking and regulatory work. 

* * * 

Friday was Dick Syn«*s last 
day as president of the Boston 
Fed. and today is his first as 
chairman of the American Stock 
Exchange. 

Cathy El. M inchan, first vice 
president, will run the bank until 
a permanent replacement is 
named. Don’t look for an an- 
nouncement soon, though. The 
Boston Fed’s board hasn't yet 
decided on a search firm. 

* * * 

Jan Shinpoch has left her po- 
sition as banking aide to Rep. 
Larry faRocco to become feder- 
al liaison to the Texas Depart- 
ment of Insurance. Her duties 
will be assumed by the Idaho 
Democrat’s legislative director. 
Mark Brownell 

4t * * 

At the Federal Housing Fi- 
nance Board. Rita I. Fair took 
over last week as acting manag- 
ing director with the departure 
of Phil L. Conover. She had been 
assistant to acting chairman 
Nicolas P. Retsinas. □ 


The Week ahead 



Empty Capitol: Congress continues its Easter recess this week. 
Lawmakers are scheduled to return next week. 




Lodwlg Mikstooe: Comptroller of the Currency Eugene Lud- 
wig celebrates one year in office today. Four more to go on his five- 
year term. 

Thrill Cooversioos: National Economists Club luncheon. Michael 
Laub of State and Federal Associates Inc. speaks on topic: “Who 
profits from the chang ing ownership status of mutual thrift institu- 
tionsT* Noon at the Library of Congress. Madison Building, 101 In- 
dependence Ave. SE Call 703-532-9048. □ 
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Inquiry Strains the Ties 
Of Administration Aides 

By GWEN IFILL *BeannK C=p Prenv Well* 


WASHINGTON. April 2 - The 
aironp bond between the Treasury 
Depanmeni and the White House — a 
link that has been central to the Ciin- 
lon Administration's effort to turn the 
economy around — has been strained 
in recent weeks by the fallout from 
the Whitewater investigatioa 

White House officials who spoke on 
condition of anonymity said they be- 
lieve that damaging disclowres 
about two of the President's top ad- 
visers. George Stephanopoulos and 
Harold M. Ickes. were the work of 
Roger C. Altman, the Deputy Treas- 
ury Secretary. 

And many Treasury officials are 
equally convinced that Mr. Altman 
look too much of the early blame for 
participating in a White' House dis- 
cussion of the investigation by the 
Resolution Trust Corporation, the 
agency he heads that is charged with 
unraveling the savings and loans col- 
lapses. 

Mr. Altman, who once routmely 
roamed the halls of the White House 
to attend various meetings about eco- 
nomic strategy and health care, has 
spent more time lately with lawyers. 
He flatly denies that he leaked any 
damaging information about White 
House officials. 

But the suspicion has taken at least 
shallow root in the Administration 
because of the workings of the grand 
)ury that is investigating the Govern- 
ment’s oversight of Madison Guaran- 
ty. the failed Arkansas savings and 
loan that was owned by James B. 
McDougal, a former Clinton busmess 
partner. A number of Administration 
officials have acknowledged holding 
"inappropriate" conversations relat- 
ed to the matter at a time when the 


I think II s understandable that in 
the last tew weeks there s been a fair 
amount of stress on the White House, 
on people who serve there," David R. 
Gergen. the counselor to the Presi- 
dent. said this week. "I think people 
are beanng up pretty well under the 
circumstances." 

Much IS at stake. Treasury and 
White House officials, who worked 
together closely to mount successful 
campaigns last year on behalf of the 
Administration's economic plan, the 

North American Free trade agree- 
ment and on trade policies toward 
Japan and China, still have a full 
plate. 

This week. Mr. Bentsen met with 
officials about Treasury's role in the 
gun-control provisions of the anti- 
enme bill, and on Monday. Mr. Alt- 
man will resume his seat at the 
health care strategy planning ses- 
sions run by Mr. Ickes. 

Top officials, including Mr. Bent- 
sen. Mr. Altman and Mr. Stephano- 
poulos. have been attempting to clear 
the air through intermediaries. 

"I think the White House knows 
that the Treasury is totally support- 
ive." Mr. Altman said in an interview. 

"As far as I'm concerned, we’re 
still a team." Mr. Stephanopoulos 
said. "We're still a close team. We’re 
a team that produced a lot." 

Accounts of the contacts provided 
bv Mr. Altman and Joshua Steiner. 
Mr. Benisen's chief of staff, have 
often conflicted with each other, and 
also with more benign interpretations 
offered by White House officials like 
Mr. Stephanopoulos. 

"The feeling before all this was 
that Treasury was working like clock- 
woiit.” one official said. 


A White House- 
Treasury gulf 
grows. 


Resolution Trust Company was in- 
vestigating Madison. 

Morale and trust have been under- 
mined at both Treasury and the 
White House, officials at both insutu- 
twns said. Leaks to the press have 
been traced and speculated upon with 
an intensity that belies the calm offi- 
cials seek to project. 

One piece of evidence; President 
Chnton and Treasury Secretary 
Lloyd Bentsen discussed the frayed 
relationship as they flew on Air Force 
One to Dallas last weekend. 

And in the hallways of the White 
House, senior officials who used to 
casually pick up the telephone or stop 
to chat with Treasury officials in the 
West Wing hallways now hesitate be- 
fore thev make a call, and avert their 
eyes wnen they see a colleague com- 
ma who mav have testified before the 
cranu lurv. Saiu one official: "There 
IS a much higner level of distrust, ana 
II s atlccting the way people deal with 
each other " 

But as the distance between offi- 
cials working in two buildmgs sepa- 
rated only by a narrow street has 
grown, some senior officials have 
said that the current flurry of finger- 
pointmg will not cause lasting dam- 
age. 
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‘Everybody Is Skittish' 

One White House official com- 
plained that personal friends are now 
"setting up Chinese walls in private 
conversations." Another said that 
"everybody is skittish." 

Mr. Clinton has offered blanket 
support for his advisers, following a 
senpt the White House has used in 
other tight spots, in which he admits 
mistakes were made but that they 
were neither venal nor intentMnal. 
And Hillary Rodham Clinton tele- 
phoned Mr. Altman after he recused 
himself from the Madison mvesuga- 
tion to reassure him that he would 
survive the adversity. 

Mr. Bentsen has maintained an art- 
ful distance from his wayward aides, 
offering support for them when 
pressed, but ordenng up an ethics 
investigation mto their behavior 
nonetheless. 

"It did not make me happy. I can 
assure you of that." Mr. Bentsen said 
of the senes of missteps. "But 1 also 
understand these things happea 1 
have been around here a long time. " 

Part of the reason the uneasiness 
has continued to flourish is that Mr. 
Robert B. Fiske Jr., the special coun- 
sel investigating the Whitewater af- 
fair. has asked White House and 
Treasurv officials to hold off on their 
own internal investigations so as no' 
10 taint tne grand lurv inquiry Mi 
Bentsen demonstrated his concern 
about the growing perception that he 
is in charge of a fractured agency on 
Friday when he summoned reporters 
to his office to defend his staff and 
insist that business is continuing as 
usual at Treasury. 


^ O 



He said that Jean Hanson me gen- 
eral counsel to Treasury wno xoic 
White House lawyers aoout an R T C 
recommendation to begin a criminal 
investigation on Madison, nas "a won- 
derful reputation for iniegritv ami 
ability." He would not dismiss her tor 
her misuke. he said, "unless there s 
more than 1 know now.” 

Mr. Altman, he said, "is very bright 
and a hard worker." Mr. Steiner, he 
said, “has done a hell of a job." 

Mr. Steiner. Mr. Bentsen said, told 
him of his telephone conversation 
with Mr. Stephanopoulos about Jay B. 
Stephens, a Republican prosecutor 
who' was hired by the R.T.C. to con- 
duct a portion of the Madison investi- 
gation. And Mr. Altman, he said, as- 
sured him he has never leaked infor- 
mation damaging to the White House. 

Officials insist that while the at- 
mosphere may be poisoned, policy- 
making has not been derailed. 
“Clearly things are more tense than 
before." one senior official said. "But 
this kind of stuff can tear depart- 
ments apart, and that s not happen- 
ing at all." 
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Clinton: Yet Another 
Scandal-Piqued Presidency 


ByltovinPfiHiit 

WASHINGTON 

M ake no miatake: Whitewater is 
about a lot more than possible 
small-time financial chicanery 
and a minor-league Washington 
cover-up. We are talking about 
control of the presidency in 1996 
or earlier— and the only thing that 
matches conservative and Republican 
political opportunism is liberal and Demo- 
cratic hypocrisy. 

GOP stalwarts, uninterested in getting 
to the bottom of Watergate or Iran-Con- 
tra. are now suffused with patriotism in 
pursuing Whitewater and the other alle- 
gations about Bill Clinton. Conversely, 
there are too many congressional Demo- 
crats. once outrag^ over the immorality 
of earlier GOP regimes, whose past insist- 
ence on the public’s right to know has 
become acquiescence in this Administra- 
tion’s desire to have the public not know. 

No one should be surprised. ’This is 
human nature. It is also political history— 


Xentn PhBStkp*, publiaher o/ Amerieon 
Pohtieal Repart, u author of "The PoUtiet 
of Mek and Poor" His most recent book is 
"BoiUng PoinL RepubUeans, Democrats 
and the Destine of Middle-Class Prosperi- 
t/* (Random House). 


' and given the inadequate attention paid to 
such precedents in the television age, it 
may be useful to examine Whitewater and 
other Clinton controversies in the per- 
spective of past poliUcal scandals. 

To begin with. Whitewater— the land 
deal, with its related savings-and-loan 
chicanery— isn’t enough to bring down 
Clinton. Even Watergate was less a single 
event than a catchall. When Richard M. 
Nixon was forced out of office in 1974. the 
anti-Nbcon furor fed on a wide range of 
issues beyond the break-im the Nixon 
Administration’s larger involvement in 
poUUcal espionage, the Daniel Ellsberg 
break-in. the ITT scandal and others. The 
scandal furor of 1973-74 was also a 
showdown over which party would pay 
for the failure in Vietnam— the Demo- 
crats who fumbled militarily or the GOP 
, who used it as a cover for violating civil 
liberties. 

However, if Clinton won’t be brought 
down by any single episode, it is possible 
! to see the outline of a larger GOP 
indictment— a contention that Whitewa- 
ter is but one facet of a flawed Clinton 
morality that began with draft evasion 25 
years ago; then broadened with shady 
financial deab in 1970s and 19608 Arkan- 
sas; took further shape with Gennifer 
Flowers, and may now involve a Wash- 
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ington abuse of power and cover-up. 

For the President is America’s chief of 
state as well as the leader of a political 
party, and he is at risk if he can’t measure 
up to a moral -leadership role. Nixon 
couldn’t and was forced to resign; Lyndon 
B. Johnson, a well-known financial and 
political finagler. may have been investi- 
gated and ejected in the post- Watergate 
climate; Clinton may be vulnerable today. 

Clinton is certainly not the first finan- 
cial hustler in the White House. Other 
modem Presidents have been touched by 
scandal. ’The point is that, one way or 
another, most of them— Warren G. Har- 
ding. Harry S. 'Truman. Johnson. Nixon 
and Bush-were made to leave If ainton 
fits the scandal -President pattern, these 
precedents should be discomforting. 

Indeed, polls show that from the first, 
many Americans did not trust Qinton 
because of his draft-board maneuvers, 
the charges made by Flowers and Ms 
Arkansas wheeler-dealer roots. This pos- 
es the question: Isn’t Clinton’s behavior 
typical of small -sute governors who get 
to the White House? No— because past 
governors of the smallest states haven't 
gotten there. Not ever. Jimmy Carter of 
Georgia was actually from one of Ameri- 
ca’s relaUvely large sutes. 

Ironically, the 20th-Century Presidents 
tied to the most scandal came from a 
high-powered background: Four were 
U.S. senators from mhior sutes (Harding 
of Ohio, Truman of Misaouri. Nixbn of 
California and Johnson of Tesas) and 
three of them had served as vice presi- 
dent Harding died before he eoiM be 
blamed for the infamous Teapot Dome 
seandaL Truman brought Kairaas City 
cronyism to the Whiu House. And John- 
son traded on favoritism to build a 
multimillion -dollar communications busi- 
ness while in Congress. Still another 
President linked to scandal. Bush, had 
earlier been vice president and OA 
director. If there is a scandal precedent, it 
should be not to promote vice presidents 
or former viceprmidenu 

But a second nwral might be: Perhaps 

Americans made a mistake in ignoring the 

old rule, true since Franklin Pierce in 
1852. of not picking a President from one 


of the smallest sutes. 'Th.; rule has two 
components: Small -sute nominees often 
represented the ideological fringe: Barry 
M. Goldwaier of Arizona, in 1964, and 
Gewge S. McGovern of South Dakota, in 
1972, are two examples. The second 
problem is that sroall-sute politics often 
develop out of a small-ttoe climate, 
where the practices leave something to be 
desired. Americans already had some of 
these doubts about Clinton even as they 
elected him in 1982 to be done with Bush. 

Looking ahead, it's unclear if the whole 
surfeit of Arkansas- hustler accusations 
made against the Clintons— from sweet- 
heart commodities deals to shredded fi- 
nancial records, obstruction of justice and 
sexual harassment— can ever reach criti- 
cal mass and make Qinton an Ozark 
Elmer Gantry, unacceptable to Ameri- 
cans. But the argument against electing 
another srnall-state governor is already 
substantial. 

Even if some accusations against Clin- 
ton .get partly proved, the public has 
many typa of recourse. Only one is legal; 
most are political. Because so many 
allegations involve behavior in Arkansas 
rather than Washington. Clinton is 
unique— compared with the other scan- 
dal-plagued Presidents— in having his 
controversies emerge early enough for 
his first midterm elections. Truman’s 
mink coat, de^-freeze and five-percen- 
ter meases and Nixon’s Watergate didn’t 
surface until the second midienns <1950 
and 1974. respectively). 

The importance of 1904*s scandals com- 
ing in time for the fir$t midterms is 
obvious: Instead of the usual small gains 
made by the party out of power, the (SOP 
has a laiger opportunity. They could wind 
up gaining three to four Senate seats and 
20 or so House stats— enough to stale- 
mate (Hinton and his programs in Con- 
gress during 1995-96. True, the Republi- 
cans could be at rWt if they overplay 
Whitewater, but their broader accusa- 
tions against Cllnlim are probably good 
politics. The earlier Truman and Nboon 
scandals produced mqjor opposition gains 
in the midterms. 

For all that it's inqilausilde today, any 
emerging impeachment debate would be 
significant Oif the two Presidents s giint 
whom impeachment has been sm«bt 
since the Republican-Democratic era be- 


niJ — 


gan, Andrew Johnson in 1867 and then 
Nixon, both confrontations were brought 
by an oppotUion Congress. Johnson, re- 
member. was a Unionist Democrat picked 
by Republican Abraham Lincoln as his 
running mate in 1864. After Lincoln was 
shot hard-line congressional Republi- 
cans. eager to get rid of Johnson, settled 
on impeachment And. of course, when 
Nbnm was impeached, opposition Demo- 
crats were carrying the banner. No 
President has ever been impeached by his 
own party. If the unseating of Clinton, 
far-fetch^ now, should become a serious 
issue, it could be devastating for Demo- 
crats— and possibly cost them control of 
(Hmgress for the first time since 1953-54. 

However, the most likely poliUcal ef- 
fect of the charges circling the President 
is to hurt the Democrats slightly this 
November and to hurt Clinton more if and 
when he seeks a second term in 1996. If 
some of the allegations against the Presi- 
dent gain credence, he might not run for 
reelection, and the chances of strong 
opposition in the pnmanes would grow. 
Indeed, of the four Democratic Presidents 
before Clinton, all but the assassinated 
John F. Kennedy faced tough primary 
challenges to their renomination. Weak 
New Hampshire showings forced Truman 
and Johnson to retire in 1952 and 1968. 
and Carter, after surviving a pnmary 
challenge, was ulUmately defeated in 
November. 1980. 

Ehren the stock market and the econo- 
my could be affected by a major politicai 
scandal- especially one that generates 
impeachment talk. The 1994 stock nurket 
is already in a nose-dive— with poliUcs 
part of the explanauon. It’s worth re- 
membering that back m 1973-74. as the 
embattled Nixon Administration fought 
im pea chm ent, its impaired management 
of the economy overlapped with a major 
rreesrion and the biggest bear market 
since World War II. Were a comparable 
financial crisis and economic slowdown to 
develop in 1984-95. this could cost Clinton 
the White House two years from now. 

(3ontroversies now embroiling Clinton 
may seem unique. But the politics of 
scandal are a familiar ule in U.S. history. 
While some lessons are encouraging and 
some aren’t they 're all worth keeping in 
mind as the various accusations and 
stories play out □ 
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A >k Liovu Bentsen a 

quesuon. ana vou can 
almost hear the 

. omputers chck m the treasury’ 
'ccreiary s mmd. He gives an 
answer, cautiously, offering not 
a smidgen more than he was 
prepared to say. 

You look up. expecting more. 
Then comes a polite snule — and 
silence, the signal that the 
interviewer might as well go on 
to something else. 

The secretary paused when 
asked if he was surprised by the 
extent of the recent collapse of 
the stock and bond markets — 
and. in keepmg with his style, 
didn’t answer directly. 

He said that "an accumulation 
of things.” no one of which 

would separately have caused 
any jitters, led to the sell-off. He | 
conceded that as the U.S. 
economy forges ahead, there is 
less idle manufacturing capaaty. 
but that inflationary pressures 
are bemg held in check by an 
'excess of capacity m Europe.” 
Was he saying that the 
financial markets had 
overreacted? The secretary 
smiled. “Let me phrase it the 
other way: I think the economic 
fundamentals are still very good 
for growth, with a low mflation 
rate. The overall conditions are 
as good as I've seen them in a 
long time. 

".And hopefully, this 
correction will give us more 


Bentsen Stands Out 
As Island of Stability 


continuity of growth over the next four years." 

Just a few months ago. the Washmgton rumor 
mills whispered that Bentsen. now 73, would 
probably leave his post soon, that the department 
was really being run by Deputy Secretary Roger C. 
Altman, ambitious to succeed him. 

But today. Bentsen looks like an island of subility 
in an otherwise embattled Clinton administration. 
Altman got entangled in the Whitewater affair — and 
the talk of Bentsen leaving, to be replaced by 
Altman or anyone else, has faded. 

Any other course would rattle global financial 
markets already concerned by their perception that 
Clinton’s attention to governing has been diverted 
by the Whitewater affair. “But that will pass.” 
Bentsen promised. 

“We’ll make progress on our agenda." Bentsen 
said. “We're gomg to get a health bill, although like 
any major piece of legislation, there'll be changes." 
Members of the Senate Finance Committee — which 
he formerly chaired — told him after a caucus last 
weekend that ‘There's got to be somethmg" that will 
get through Congress. 

Bentsen reported that at a recent White House 
meeting of Republican as well as Democratic 
members of the Senate Finance Committee. 
Minority Leader Robert Dole joked that *Tirhat we 
want is the Bentsen bill.” a less uiclusive health 
reform package offered by Bentsen when he was in 
the Senate. 

To which Vice President Gore rejoined: “What we 
want is the Nixon bilT — a reference to a far-seeing 
health reform proposal made by Richard M. Nixon 
when he was president. 

If there is one area where a bit of pessimism can 
be detected in an otherwise optimistic Bentsen 
overview, it is the fading prospect that the Japanese 
government will agree to boost its domestic 
economy — hence, internal consumer demand — by 
“net fiscal stimulus of any consequence, because of 
the strong influence oi the career people at the 
Ministry of Finance.” 

His interviewer senses that Bentsen deems a 
strong fiscal expansion by Japan — lower taxes and 
higher spending — as a better way to resolve the 
economic dispute with Japan than a focus on narrow 
or sector-by-sector trade issues. 

But Bentsen won’t engage in a public dialogue 
with other Clinton aides who push for 
"results-onented” agreements on specific products 
and services. Bentsen is clearly not the spark behind 
the administrative reinvocation of the Super 301 
provision of the trade law. 

.As the administration's top pokey maker on 
international economic issues. Bentsen heartily 
endorsed, when 1 asked him about it. New York 
finanaer Felix Rohatyn's view that huge additional 
amounts of investment capital are needed to 



LLOYD BENTSEN 

. , . "WtH make progress on our agenda* 


support economic growth in the 'Third World — and 
that such growth is now the critical “engine” for 
sustained economic growth in the developed world. 

In a recent conversation. Rohatyn said that 
financial markets “are the only umbilical cord that 
links us to the Third World." He suggested that the 
opening of 'Third World markets to uivestment 
capital may be even more important than opening 
them to traded goods. 

Bentsen is on the same wavelength. In a March 
18 speech in Los Angeles, he estimated that Asia 
alone (not including Japan) will need to spend $1 
trillion on power plants, highways and infrastniaurt 
of all sorts in the next decade. Despite high savuigs 
rates. Asia will need to import capital. 

'Then, there are needs in Europe. Afnca and Lati: 
America. 

How can huge capital needs be suppked? Bentsei 
believes that more must come from the World Bam 
and the International Monetary Fund (and that the 
United States must pull its full weight ui those 
organizations). 

But he returns to one of his favonie topics: the 
need to find new tax incentives, as he did with 1R.A 
20 years, to boost U.S. savings toward levels m 
Europe and Asia. 

What does he have in mind? The enigmatic smiit 
returns: “We’re gouig to have to siudv it and fmd 
some things.” 
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’84 Ginton Pmel Named as a Suspect 

RTCAsks Fiske to Probe Whether $60^500 in S&L Funds Wis Diverted 


By Susan Schmidt 


Investigators for the Resohitioo 
Trust Corp. last year named the 
1984 Clinton gubernatorial cam- 
paign committee as a suspect in 
their criminal probe of Madison 
Guaranty Savini^ & Loan, citing evi- 
dence in a detailed referral that the 
campaign may have conspired to iUe- 
giJly benefit from depositor frmds, 
acomding to a source familiar with 
the case. 

One of the RTCs 10 "cnminal re- 
ferrals” on Madison, which have 
been forwarded to special counsel 
Robert B. Fiske Jr., seeks further in- 
vestigation into whether $60,500 m 

hbdison funds was diverted to the 
gubernatorial reelectkm campaign 
with the knowledge of campaipioffi- 

riaiit. 

The investigators' interest cen- 
tered on an April 4. 1985, fiind- 
raiaer held by Madisoo owner James 
B. McDougal at Gov. BiD Clkitaa's- 
request to help the governor pay off 
a $50,000 personal loan used for the 
1984 campaign. They also noted 
tbtt some contributioos exceeded le- 
gal fimits and urged further investi- 
gation of $10,500 in Madison funds 
that may have ended op in the Clin- 
ton campaign after passing throi^ 
various Madison accounts, including 
one in the name of the Clintaos’ 
Whitewater real estate, vratu^ 

The RTC referrals have been 
widely reported but their contents 
have not been known. The disdo- 
snre of the language used in describ- 
ing the campaign's activities is the 
first indication ^t of a a yenfir alle- 
gation of possible wrongdoing in- 
volving the gubernatorial ramp ai gn 

The referral also names Hillary 
Rodham Clinton as a possible wit- 
ness. citing the dose timing of the 
fund-raiser with her legal represen- 
tation of Madison before state regu- 
lators appointed by her husband. 
The Clintons were partners with 
McDougal m Whitewater Develop- 
ment Cdrp., and McDougal has said 
he paid Hillary Clintons law firm 


yiX'VO . .onlh to help McDougal 
vv.:; ou repulaiory approval for a 

nov;*: r.::.: plan. 

Presideni Clinton and Hillary Clin- 
ton repe.ntedlv have said they did 
nothing wrong in connection with 
Madison. They have described her le- 
gal work for the thrift as minimal, and 
iormer Clinton aides have said he had 
no involvement with handling the pro- 
ceeds from the 1985 fund-raiser. 

The White House said yesterday 
it could not comment. The special 
counsel s looking into it." press sec- 
retary Dee Dee Myers said. "We 
don’t know what's in the referraL" 
beisey Wright, Clinton's fomwr 
chief of staff and manager of the 
1984 campaign, said yesterday that 
she was unaware the campaign cmn- 
mittee was named a suspect in the 
prote. She declined to say whether 
she has received a subpoena from 
Fiske. but said she is furnishing cam- 
paign records at his requesL She de- 
clined to comment further. 

Wright and other Clinton aides 
have said that records documenting 
contributions from the 1985 fund- 
raiser cannot be located. 

A se con d RTC cnminal referral 
mentioning the Clintons said that it 
appears Madison funds were divert- 
ed to the Whitewater venture and 
describes the Clintons as *1)otential 
beneficiaries” but not criminal sus- 
pects. Whitewater was a real estate 
venture jointly owned by the Clin- 
tons and Madison owner McDougal 
and his then-wife Susan. 

The RTC. the federal agency 
charged with disposing of failed 
S&Ls. routmely invesugates such 
thrifts for potential civil claims that 
could help recoup some of the tax- 
payer-fimded cleanup costs. The 
agency also looks into suspected 
cnminal wrongdoing and r^ers evi- 
dence it develops to the FBI and 
I federal prosecutors. The referrals 
j do not necessarily result in cr im i n al 
, charges. 

McDougal has said he staged the 
April 1985 fund-raiser at Clinton's 


request to help him pay off a 
S50.000 personal loan Clinton took 
out for campaign purposes just be- 
fore the November 1984 elecuon. 
He won reelection easily with 63 
percent of the vote. 

The loan was made by the Bank of 
Cherry Valley, whose president. 
Maurice Smith, served as Clinton's 
1984 gubernatorial campaign fi- 
nance chairman. The Clintons also 
had a loan for the V^tewater ven- 
ture at the bank. 

Some of the contributions ques- 
txmed by RTC investigators were 
made from checks written on over- 
drawn accounts or from the pro- 
ceeds of loans made for real estate 
or other purposes. 

The referral, according to a 
knowledgeable source, said Madison 
covered overdrafts written on the 
account of Flowerwood Farms, a 
McDougal-owned company that 
sources said investigators describe 
as one of a dozen “shell corpora- 
tio^ believed to be used in a check 
kiting scheme to funnel money out of 
Madison. 

The RTC investigators cited loans 
made to real estate ventures of 
Charles Peacock, a director and 
Madison borrower, as another possi- 
ble source of money that ended up in 

the Clinton campai^ 

The Washington Post reported in 
December that a handful of $3,000 
cashiers' checks generated at that 
fund-raiser has been turned over by 
the RTC to prosecutors. One of 
those checks bears the name Ken 
Peacock, but Peacock, then a 24- 
year-okl college student, said in an 
interview that he never contributed 
to Clinton and knew nothing about 
the origins of the check. His father. 
Charles Peacock, has said since that 
time that he made the contribution 
in his son's nanae. 

Ken Peacock is among the wit- 
nesses listed on the referral, along 
with several other persons whose 
names appear on $3,000 cashiers 
checks. They include former senator 
J.W. Fulbright (D-Ark.). who is ill 
and has been unable to comment on 
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RTC Prober s Named ’84 

- — • -dinton Panel as a Suspect 


the check, and Dene Landrum, who 
has since died. 

Under 1985 Arkansas law. the 
maxunum donation a candidate could 
accept from each contributor was 
$1,500 per election. 

Fiske has been asked by the RTC 
to further investigate checks written 
to the Clinton campaign in February 
and October 1985 that appear to 
have caused overdrafts in the White- 
water account at Madison and at 
Madison Marketing, another “shell” 
corporation owned by Susan McOou- 
gaL Those checks totaled $10,500, 
according to a source fanuliar with 
the referral. 

Those checks and checks generat- 
ed at the fund-raiser were deposited 
at the Bank of Cherry Valley. Fiske 
has subpoenaed Cherry Valley bank 
records. 

The treasurer of the 1984 Clinton 
campaign, L.W. “Bill” Clark, has 
been unavailable for comment on the 
campaign. Smith could not be 
reac^ yesterday. 

Clintoa. like many politicians, used 


money he borrowed from banks to 
contnbute to his various campaigns. 
The $50,000 borrowed in 1984 is list- 
ed as a personal contribution dated 
Oct. 29 on his campugn report 

State law requires that a caiq- 
paign also report the name of the 
bank, the amount of the loan and the 
name of any guarantor for personal 
loans donated to a campaign. There 
is no such listing included in Clin- 
ton’s 1984 canqaign documents. 

Rhonda Langster, director of elec- 
tions in the Aarfcansas secretary of 
state's <^ce. said yesterday that it 
is up to the individual cand^te to 
volunteer that information. Other- 
wise state election officers assume 
the candidate used savings, not bor- 
rowed funds, to cover the donation. 

State law also allows candidates to 
hold campaign events to raise funds 
to pay off bank loans as long as they 
file additional reports identifying the 
names of the donors. 

Staff writer ChaHesR. Babcock 
contributed to this r eport 
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Bentsen Expresses Support for Treasury Staff 


By Clay Chandler 



Treasury Secretary Uoyd Bentsen sununoned a 
small group of r eport e rs to his o£5ce yesterday 
mormng for an unusual briefing to express tus sup- 
port for Treasury officials who have come under 
scrutiny in oonnectioo with the Whitewater affair. 

The offiriah. be said. ‘Iiave my fuO confidence as 
far as their integrity and their ability and their eth- 
ics." 

Deputy Treasury Secretary Roger C. Altman. 
Treasury Chief of Staff Joshua Steiner. Treasury 
General Counsel Jean £. Hanson and former assis- 
tant secretary Jack R. DeVore Jr. have been subpoe- 
naed to testify before a grand jury to describe their 
communications with White House officials coooem- 
ttig a Resolution Trust Corp. mvestigatioo of a failed 
Arkansas thrift with ties to the Clintons. 

It was Bentsen’s most expbcxt statement of sup- 
port for his staff since a Senate Banking Committee 
hearing m February when Repubbcao lawmakers 
questioned the propriety of meetings between Alt- 
man and White House aides involving the RTCs 
handling of that case. 

Bentsen said he called yesterday's meeting to al- 
lay speculatio n that the Treasury's effecQveness has 
been undermined by a cloud of "rumors and que^ 
tioas" about Whitewater. Bentsen said he and his 
staff were tending to business, and continuing to 
work closely with the White House to further Presi- 
dent ClintOO's pnlir^ 

i don’t see it." Bentsen said, when asked about 
reports of tension between the Treasury and the 
White House smce disc i osure s last week that two 
senior White House officials called Altman and 
Steiner Feb. 25 to ask whether the RTCs selec- 
tion of a prominent Republican lawyer to nveati- 

gate the Arkansa.s thrift could be rescinded. 

But although Bentsen lauded the perfor man ce of 
his staff in general be stopped well short of issuing a 
blanket endorsement of then* conduct When asked 
whether he would vouch as entliusastically for the 
"judgment” of his aides, he demured: T would say on 
that one. they wish they hadn’t gone" to the meet- 
ings with Wtoe House offidais. he repbed. "1 tfamk 
they've all said that" 

Later in the 45-minute session, he made a point of 
correcting a reporter who suggested he had diarac<- 
teraed the officials' actions as "appropriate." "1 didn't 
use the word appropnate.' " he said. 

As chairman of the RTC Oversight Board. Bent- 
sen IS prohibited by law from intervening m any RTC 
case. On March 3. he issued a sutement saying he 
was not oivoived m any of the White House meetmgs 
involving the Arkansas thrifi. and had no kno w ledge 



of them. He also asked the Office of 
Govemment Ethics to review Trea- 
sury's handling of the matter. 

He joked yesterday that while a sen- 
ator he learned the hard way about the 
importance of takmg qmdc action to 
counter perceptions of ethical miscon- 
duct. and suggested the White House 
could have responded more rapidly to 
questions about Whitewater. 

Shortly after becoming chairman of 
the Senate Finance Committee in 
1987. Bentsen was cnodaed for offer- 
ing special breakfast meetings to top 
contributors to his reelection cam- 
paign. but weathered the flap by 
promptly canceling the meetings and 
saying he it was a "doosy" of a mistake. 

At certan tunes during yesterday's 


77ie officials “have 
my fidl confidence 
as far as their 
integrity and their 
ability and their 
ethics.” 

— Treasiry Secretary Lloyd Bentsen 


briefing, Bentsen seemed to garnish 
his praise with hints of disapproval. ! 
While expressing confidence in the i 
abilities of Hanson, for example, he I 
said that a September meeting with ! 
then-White House counsel Bernard I 
Nussbaum ui which she told Nussbaum I 
of a cnminal referral mentioning the ! 
Clintons, *Vas in retrospect, certainly I 
a mistake. Do I fire her over that^ he ; 
asked. "No— unless there's more of it ! 
than I know about" ; 

He added pomtedfy that he is "damn 
sure capable of firing people." | 

Bentsen he also joked about the po- : 
litical perils of keepuig a diary. “I don't 
keep a diary — I want that clearlv un- 
derkood," he said with a laugh, a ref- 
erence to Steiner’s journal, which spe- 
cial counsel Robert B. Fiske Jr. is 
using in his probe of Whitewater.” 

In a later telephone interview. Bent- 
sen stressed that he had not intended 
to be stingy with his fxaise. 

"I have the finest staff in Washing- 
ton." be said, "and 1 have every confi- 
dence that they'll cootuiue to be as ef- 
fective m the future as they ve been 
productive in the past” 


O 


<? 
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Ex-Fugitive 
S&L Chief 
Convicted 


Md. Financier Guilty 
On II Fraud OmU 


By Find W. Vj 


BALTIMORE. April 1— Fenner 
fugiove Tom L Bdlman im ooovici* 
ed today ol Healing nuBioas of doL 
lars from his Be thesd a»boied Uuifr 
that he used to boost a friliBg rail 
estate empfre and then to support a 
lavish lifeHyle on the lam overseas. 

U.S. District judge J. Frederick 
Mou found Billman guilty ci 11 
couna of wire fraud and mad fraud 
and acquitted him of five other 
counts in the seven«week triaL 
There was no jury because B i llm a n 
had requested a trial by judge. 

Bflhnan. 53. listened iotendy for 
ahnoet an hour as Mots aiw i wuiBH l 
the verdicts. The financier, who has 
been in custody since March 3. 
1993. when he was arrested in Fv* 
is. spoke briefly to his lawyers and 
shook their hands before he was led 
away by U5. marshals. 

setsentcncsDgforMayBS. 
faces a 
of 55: 

Bec a use he is a first*i 
however, the five^rear tenas for the 
fraud couna ara unlikdy to be an- 
poeed consecut iv el y. 

Prosecutor Barbara S. Sale said 
she win seek a "substantial fine” 


dab are still trying to 
bow much money Billman has 


tors have said that he may have as 
much as $22 


one time the prmdpal 
oamerofthe n os H lef u nct Co a am ui i s* 
ty Savings & Loan Associate in 


and loan industry executives who 
have been conwicted of defrwoding 
tbousMids of deposnors in the Mary- 
Imd savBgs and ban abb of 198& 
It could not be de t e rm ine d inu n e dt- 
ately if be wdl seek an appeal 
Two ocher former Connnmty ex- 


ecutives. Clayton C. McQubtioo and 
Barbara A. McKinney, were acquit- 
ted in 1992 of many of the lame 
charges that Billman was found 
gusty of today. 

1t*s a real vi n di cati o n .” said U.S. 
Attorney Lyime A. Battagha. Mary- 
land^ top federal prasecutar. 

BOIman. indicted with McQnbtioo 
and McKinney in 1988. fled the 
United States bte m 1988. accord- 
ing to investigators, and lived hvbh- 
ly under a i a wn e d names for four 
yean in Evope, North Africa and 
South America. 

He captained two yachts m the 
Meditenimean Sea and traveled ex- 
.tcnsively. keeping one step ahead of 
pofioe untfl a tipster infonned au- 
thoritiea that he was Kviog in Ptfb. 

After he was captured. BShnan 
fonght extradition to the United 
States. He won dhunbaal of conspir- 
acy and ncketeecing chmges in a 
French court but was returned to 
the United States to bet 16 fraud 
charges rebted to information in 
mad and telephone caOs that praae- 
entors said furthered Billnun's 
sdieme to loot accouras at Comnitt- 
niqr. 

News of high-risk S&L invest- 
ments and lax state regubtion s in 
early 1985 m Marjiand led to public 
runs at several thrifts, iododing 
Co mmun i ty , and nearly toppled the 
iddmtry before regubtors stepped 
id and frose accounts at many 
b r a nche s statewide. 

-Community's collapse stranded 
more than 20.000 d ep osito rs with- 
out funds until the Mar y la nd Inonr* 
anoe Fond Corp. created by the 
state h g b btnr e on an emergency 
basis— bailed them Old. 

State and federal pro eea i t o rs ob- 
tained convictions against a doaen 
executives at several S&Ls. indud- 
ing former Old Court Savings & 
Loan president Jeffrey A. Levitt, 
who was recently paroled from a 30- 
year aemcnoe for stealing $14.6 nUI- 
bon from depositors. 

The Conununity in d bui i em . cul- 
minating a complex three-vear m- 
vestigation by U.S. Postal Service 
inspectors, charged BMlmao. 


McQnbtioo and McKinney with con- 
spiring to divert the bulk of $106 
rnOfion from Community depontors* 
accounts in 1985 and 1986 to help 
save a nationwide real estate inveat- 
ment venture called Equity Pro- 
grams Investment Corp. (EPIC). 

An additional $28 million, accord- 
ing to pcoaecuiors. went to BiOmaa. 
McQubtioo and McKinney in phony 
paymems for positions they served 
m several imerlockmg corporate en- 
tities tied to EPIC, When EPIC be- 
gan losing money, Billman and oth- 
ers drained money frrom Community 
depomora' accounts to cover losses, 
knowing the money was not likdy to 
be returned, prosecutors said. 

Billman and other executives 
"turned Conununity from a savings 
and loan into an ATM for EPIC.* 
Sab said today in final arguments 

S- 

DOOreMOCfc 

BiOmao disappeared in December 
1988 after a Mont g ome r y Coaatf 
Circuit Court jury found him. 
McQubtioo. McKinney and other 
community officers fiabfe for $112 
millioo in civil damages for the 
thrift’s coUapse. The award was 
ov er t ur ne d later by the Maryland 
Court of S pe ci a l Appeab because a 
derk ac ci d ent ally had placed docu- 
ments in the jury room that had not 
been admitted as evidence. 

Babnan did not testify during the 
federal court trial here. Hb attor- 
neys. John Fornaebri and Robert 
Dbch. argued that Community’s de- 
mise was caused not by illicit 
v c hemes . but by a severe slump m 
the real estate market and by de^ 
iton’ pamc in the S&L erbb— prob- 
lems beyond BiUman's controL 

Foraadari said that Bdlman might 
have used bad judgment in some of 
hb b usi ne as dealings with EPIC but 
that he did not commit a crane. He 
had mo guilty knowledge." Fornacir 
an said. 

The enoraey ackaowiedned that 
B i l l m a n fled the United States using 
false names and passports, but con- 
tended that he did so because he 
feared being prosecuted and unfair- 
ly. 
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Richard Harwood 

Wlowing 
In Whitewater 

Thtt tus noc been a cnumpbant Whitewater 
wreeic tor the press. Our prophecies ai presi* 
(ksiial doom were lookmg flimsier by the day. 
Oitr credibility seemed to be sinking fast. 

The flcfcle pobhc. the new poUa tell os, is 
rallmg by the milhoes to the Clmtoos’ de* 
fease. Their popularity ratings are up aignifl* 
easily: 70 peroeat of our countrymen think 
we*ve gooe off the deep end by paying fu 
moee attentaon to this affur than it deserves; 
neatly two-thirda have tittle or no idea what 
the fvss u all about. 

Poitidana who have been fenoe^ttiBg to 
mootlas have screwed up enough courage to 
challenge — poktely. of dourse--oiir nnh to 
judgment. Mistakes in our reporting are being 
acknowb^lged. grudgingly in some cases. Cor* 
reetjons of the record are begmning to appear. 
The Wliite House claims to see li^t at the 
end of tile dark Whitewater tunnel. Led by the 
president, it has taken the offensive. Fottow- 
ing relea.se of the prendent’s tax retuma. The 
Washington Pbst awcede d that *Tax Reoorda 
Back Clinvon AccounL* 

A full*piige ad in the New York Times on 
March 29 declarcc *WE INTERRUPT THIS 
NEWSPAPER TO GIVE YOU THE FACTS.* 
It is a rebuttal to wious allegations made in' 
the press aisd is aigned by about a hundred 
Democratic partiaans and political junkies in* 
eluding Charles Manatt. Carol Bennan. Tony 
Coelho. Midge Coatana. FrankUn D. Roose- 
velt in. Carol Tucker Foreman. Anne Wexkr 
and other notablei. among them the Washing* 
ton sporu impreorio Abe Pdlin as wdl as 
Tony Randall and Joanne Woodward. 

Revisionism bus set in about angry tele- 
phone calls made by George Stephanopoulot 
to Treasury over the hhring 1^ the 

Resolution Trust Coip. of a partisan Repabk* 
can. Jay Stephens, to handle possible dvil suiU 
anstng out of the rolhper of the Madisoo 
Guaranty Savings aiid Ijom, Thoae caDt made 
a big story with sinister overtones— obstruc- 
tion of juttio^— last week. It is a lesKr tto 
today. Soon after it vma pakkahed. Rep. Jim 
Leach, the Iowa RepiAhcan who is leadiuf the 
Whitewater charge, mi ni m i se d the aeiians- 
nesa of the caUa. They were *prctty natual.* 
be said. . I think it would be premature to 
draw too heavy oonchinions* from them. 

House Speyer Tom Foley a yeed . Mailm 
Fitswater. preaa seuelary to tomer pnai- 
dent George Bush, also defended Stepbano- 
poutoHisreactiontottoSscplMnafairing.be 
— wis *^retty normal. I have to admit that 
if you stand in George Stephaoopattto’s 
aboea. it would be a litde not to be 

sur pr is e d and outraged by dto appoiatment.'* 
Earlier, the Republic paortock. Barry Gold- 
water. had urged RepubbcBe in Congrem to 
get off the prnident's beck. 

New s week magaane ate crow early in the 
week over a story daimmg Hillary Clinton had 
put no money into a oonunodibet market deal 
that earned her a S99.00(H)lua profit in 1978 
and 1979. The story relied heavily on quotes 
from a law profes a or at Coiumbia Univenity. 
Marvm A. Chirelsteia. He supposedly de- 


.\pril 2. 1994 


Newsweek's chief competitor. Time naga- 
aoe. had its own story this week, pnhliilieig 
details about Whitewater that supposedly 
rami» farom "souTces dose to” Robert & Fiffte 
Jr., the Whitewater special counaeL FUce 
challenged Time’s claim to have a mole made 
hit s^. He said he was upset and distur bed 
by the story and has been assured by ha Maff 
that DO such leak had occurred. Time soidk to 
its guns, but the challenge to its reliability 
part of an emeryig pytem in recent dafi in 
winch the press ita^ is being acrorintod aid 
put on the defensive. 

The Post published a piem in moat of its 
editioas on March 23 in which the associate 
White House counsel. WDliam Kennedy HI. 
was represented as having admitted tlat he 
consciously employed a ruae to avoid scrutiny 
of his fuhm to pay Social Security taxes to 
the family’s nanny. A retraction was pubhabed 
by The Itot the following day. noting that the 
story ”omitted a key word.” He had ”noc” 
admitted to any effort to conceal the proUem. 

William Sate of the New York Times 
caused some journalistic clucking on Monday 
with a cohnno— ”Reading Hillary's Mind*— > 
written in HiUary Clintoa’a voice: a stream of 
oonaaouaneaa account of her fears of being 
fipo a e d as an avaricious yuppie. It was great 
reading, but where, one aslto. does a jo«nal- 
iat obtain her mind-reading certificate? Sate, 
a renaisaanoe nun. may have mastered the art 
on foreign soil, the Himalayas perhaps. But be 

dted no credenbaL 

Christopher Hanson, a c o rrespond ent to 
the Seattle Post-lntelhgencer and a cohimnist 
for the Columbia Journalism Review, sighed in 
an op«l pim in the Times: *We are in the 
age at tabloiduatioa. There must be a book to 
the booboiaie. (But) there’s ttiU time to hope 
that the same forces that unleashed aO the 
hype and shallow coverage may also prompt 
some reporters to dig harder. Who knows? 
Someday we may actually learn if there is a 
scandal here.” 

From London. Simoa Hoggart of the Man- 
chester Guardian, opuied: ”The world looks 
on. fearing that its leader wifl be paralyMd by 
evenu of scant interest or significance to 
anyone at all — perhaps this time even instde 
the Beltway.* 

Many decades past. Walter Lippmann re- 
mtuded joumalisu that "every newspaper 
when it reaches the reader is the result of a 
whole series of selections as to which itenu 
shall be printed, in what position they shall be 
printed, bow much space each should occupy, 
what emphasis each shall have. There are no 
objective standards here. There are conven- 

CiODt.” 

We are all aware of the convention that 
admonishes us to be watchdogs and. if neces- 
sary. attack dogs. I am not aware of any 
convention that cautions os from time to time 
to cool It. But in thtt case it may not be a bad 


senbed the commoditiea coup as a ’’sweet- 
heart deal” and said. Tt doesn’t look wonder- 
fuL does it?* Chirelstetn denounced the story 
as Tato and irresponaible.” f la mw i he had 
been miaquoied and said be waa *siiapiy out- 
raged and humiliated* at NewsweeTa dirtor- 
tnn of bit remarka. The magame'a Wafftog- 
ton bureau chief. Evan Th omaa. ^ the 
problem aroae from a ”miaundcntaiidinif and 
pronuaed. ’ll we need to make an apotofy to 
the White Houae at the end of al tkia. we 
wiU.” The apology was made a day bier. 
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Was Hired 

F*:r Inquiry 

For a Reason 


By STEPHEN LABATON 

S««MI M Tlw NMT VWllTiMi 

WASHINGTON. April 1 ~ The Re- 
publican lawyer whoae appointiiiem 
to head pan of the Whitewater invea* 
tigation prompted cries of outrate 
from the White House got Ms Job toi 
part because the agency conducting 
the investigation was worried aboin 
appearing too lenient, officials at the 
agency said today. 

t The lawyer, Jay B. Stephens. Is a 
I former Republican prosecutor and 
critic of President Clinton. Officials 
at the agency that hired him said they 
chose him to examine the Madison 
Guaranty Savings A Loan Associa- 
tion as a defensive maneuver. As one 
official put it. the agency, the ResoM- 
tion Trust Corporation, “bent over 
backwards** so it could not be viewed 
as being soft on the White Houst^ 

The appointment was sharply eriti- 
claed by White House advieert, and 
Mr. Clinton suggested last week that 
it came about because the agency, 
which is the the i n dependem Federal 
office charged with unraveling the 
savings and loans collapses m the 
IMS's, was under the control of Re- 
publicatt bureaucrats. 

‘‘Everybody who works there eras 
appointed by a previous Republican 
Amninistratlon,** Mr. Clinton saM In 
Ms news oonferenos on March 24. 

Aa Altman A p p o in tre sn t 

la fact, the appointment of Mr. 
Stephens was made by an agoncy 
committee and approved in February 
by the trust corporation's gsnoral 
counsel. EUsn B. fbilka. who had ar 
rived there onl/ a month earlier and 
had been selected by a CHnton ap* 
p oMtee. Deputy Treasury Secretary 
Roger C Altmaa. Announdng her ap- 
pointment on Dec 23. Mr. Altman 
said. “Ellen is aa exwprional attor- 
ney with a great deal of experienrs 
whh laws pertaining to the thrift In- 
dustry.** 

SeMer W hite Ho um o fficials have 
acknow l edged that wh en they Isafuad 
of the Stephans appolnimanc In Feb- 
ruaiy they ooraplainod to the Treas- 
ury Departmem about ft. Prosec u tor s 
InvQlved in the investigation of Mr. 
Clinton's investmem In the White- 
water Developmem Company in Ar- 
kansas have been taking testimony 
from senior Administratien officials 
bMore a F ederal grand Jury to deter- 
mine whether aim laws were vieleted 
by the White House's complaining 
about Mr. 

Criticism Was Expecisd 

Officials at the trust corporation, 
who would speak only on tae oondi- 
tlOB of anonymity, said that Ms. 
Kulka and other officials were con- 
cerned that no matter what the agen- 
cy concluded about Madison, it would 
be criticized either by Democrau or 
Rep u Micans. and that the only way to 
insulate it would be to pick someone 
with strong credentials that showed 
no ties to the White House. 

"We knew we were gomg to be 
nailed for whatever we decide** said 
one senior official at the trust corpo- 
ration. Another Federal regulator 
knowledgeable about the selection 
process said; “They were trying to 
find the safest firm they could get and 
avoid the .appearance of somebo d y 
who was at all sympathetic to the 
WMte House. Tliey bent over back- 
wards to pick someone beyond re- 
proach." 


Ex-Bank Owner Convicted 


BALTIMORE. April 1 (AP) - TTie 
owner of a failed savings and loan 
tm teun d guUty today of embezzling 
muttons of dollars and fleeing to Eu- 

jg^^where he was captured last 

The former banker. Tom BlUman. 
fOM w to S5 years in prMon and an 
unM^^ fine, sakfan assistant 
UM States attorney. Barbara Sale. 
Mr. Blllman was arraated in Paris 


after five years as a tukiuvM ... 
charges that he stole 
from Communitv Savmk> a«ig 
baaed to Bethesda. Md. Commui.i. . 
ratually failed and was taken ov. 
by Federal regulators in thi- iHkii 

i Frederick Mui* uf tn* 
Federal District CMrt here four'; 
Mm guilty of 11 of the 16 coun 

■gaiwt hliit 
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Only days after Clinton avowed a new openness on Whitewater, the 
scandal moved closer to home, with the special counsel looking into 
reports that Stephanopoulos tried to influence the investigation 



W ITH THF E.V 
ception ol his 
wile. Bill Clin- 
ton has no 
closer senior 
adxiser than 
Cfcorce Steph- 
anopouios. In the crucible ot a 
turbulent 1992 cumpaion. Clin- 
ton came to depend hea\*ilv on 
stephanopoulos V combination 
nt razor intellect and political 
instinct. .And in a world where 
praximity is power, the 3^ 
vear-old son ui a Greek Ortho- 
uo.\ pnesi holds forth in the 
work space ciosesi to the presi- 
dent. adioinina the Oval Ofike 
throuoh a pm*ate dining room. 

Now* It appean that Clinton s 
most trutted aide has joined the 
iengthemng hst o< those caught 
up in the Whitewater 
Sources told Newsweek and 
other news organizauons that 
Mephanopoulos had two phone 
cunversations bst Feb. 23 that 
mav constitute an attempt to 
oostruct a reculators* im-esuea- 
tmn Ol Madison Guaraniy. the 
tailed .Arkansas S(rL at the 
murkv center ot the aliair. A de- 
tailed diary, kept bx* a Treasury 
Depanment aide and turned o\*er to special 
counsel Robert Fiske. uesenbes at lca« one 
ot the comersations Sources say that dur- 
init the calN— one to beputv Ireasury See- 
retan- Hotter .Altman, the other to Treasun* 
chiei Ol stall loshua Memer - Mephanopou- 


: Blowing off steam, and nondenial denials 


la>- Stephens, a prominent tormer Republi- 
can prosecutor hired kn- the Resolution 
Trust Corporation t«t invesogau* ct\*il 
claims aoainst Madison. 

The latest revelations came onlv 36 hour> 
alter the president s most ebborate attempt 


Ills usKiru jiMNit tiH* iHfssibiliiv Of rensovinc vn to irer hi> aanunistration trotn 


Whitewater. In a pnme-time 
news conference bst Thursday. 
Clinton conhdeniiy aihrmed a 
new willingness to answer all 
legitimate questions about the 
affair "so that I can eo back to 
work doing what 1 was hired to 
do.** But the alienations aoamst 
Stephanopoulos brought the in- 
quiries into the administration s 
conduct in Whiiew*aicr closer to 
the 0\*al Office than ever be- 
fore— and plunged the White 
House back mto a irenzx* ot dam- 
age comrol. Clinton s domestic 
agenda, aireadv impeded h\* all 
the talk oi co\*er-up and oeceit. 
may nou* be in oaneer oi stallinc 
completely To make matters 
worse, the widemne scandal 
raised new tensions and mutual 
distrust among an embattled 
White House staff. “That s what 
IS most upsetting, that people 
are attacking each other.* says 
one worried adsiser. 

Until .March 1991. bv mi*- 
phens had been tht- L' .v attor- 
ney tor the DistrKt oi Coium- 
bu. He'd also been oursuing a 
cnminai im’estieaiion m Hep 
Dan Rostenkowski lor ullee^ 
misuse ol House lundN When 
the incoming Climon aoministration 
sought the resignations oi all incumoeni 
U.S. attornes's. Stephens impiiod that hr 
w*as being forced out to protect me pmiver- 
t'ul Ways and Means cnairmar. .Wcoraing 
to sources. atephanonuuii>s was lumms imi 
Feb. 2.S. when he ieameU in;t( sieonen«- * 
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Wasnincton nm nau nircn mr tn»' 

Maaison mauin- h-* rccaracu 5tconen> ' 
poimcai cnevanrt* acainM Climon as .i 
clear conlbct oi interest 
The most potentiallv damaeine ot the two 
calls was to Meiner. an old mend from the 
( ampaien btephanopouios acknowledfles 
raisine the issue with Steiner, but savs he 
has no meinor>- ot inquinnc about Ste- 
phens s ouster. "I was puzzlea and blew off 
steam over the uniaimess ot’the decision." 
Mephanopouios tolil Nfwswef.k. but he 
added. ‘ Unce 1 cot the tacts trom losh. that 
ended the matter as tar as I was con- 
cerned " Much ot the conversation, says 
Stephanopoulos. concerned .Vltman s deci- 
sion to recuse himself trom RTC delibera- 
tions invoUinc Madison, .\ltman had been 
rebuked by Republicans on the Senate 
Bankinc Committee that week after ac- 
know’ledpne that he'd met with senior 
White House staff earlier that month to 
discuss potential civil actions a^nst Madi- 
son. But Steiner, scheduled to testif>- before 
the Whitewater crand lury this week, may 
oHer a different reeollection of the conver- 
sation in a diars- he turned over to Fiske 
That same dav. according to sources. Ste- 
phanopouios also raised the Stephens issue 
with Altman, who was also serving as act- 
ing head of RTC. This time. Stephanopou- 
los was joined b\- deputy chief of staff Har- 
old Ickes. A knowledgeable source says 
either Stephanopoulos or Ickes— it is not 
clear who— ask^ about sacking Stephens. 
“Is there anvthmg that can be done'’" one of 
them reportedly asked /Vltman. Again. Ste- 
phanopoulos says he has no memorv’ of 
such a question. Nor dues Ickes. 

The White House says Clinton learned of 
the phone calls only last Friday. News of the 
conversations, hrst reported last Saturday 
by The Washington Post, sent a new jolt of 

an.\iety through the White House. New 
presidential counsel Llo\^ Cutler said it was 
"perfectly natural" tor officials to e.xpress 
surprise at Stephenss appointment, and 
cautioned against blowing the matter out of 
proportion. But he also took pains to dis- 
tance the admimstration trom the calls by 
Ickes and Stephanopoulos. sating that he 
didn't think they w’ere "authorized " under 
W’hitc House polict*. Other officials said pri- 
vately that the two did nothing more than 

protest a ffativ inappropnate hiring decision 
bv RTC. "It s not like we don't like Republi- 
cans. Fiske 15 a Kcpublicaii. says one senior 
adviser. "But this guv held a press conler- 
ence to accuse Bill Clinton ot a secret plot to 
get ndofhim 

Last week s events continued the White 
House s troubling pattern in Whitewater 
denial followed bv tragments of disclosure 
Claims oi openness are repeatediv tainted 
t>v cvioencc that it has actuallv been work- 


The object of displeasure 



Protest or inappropriate call? 
ing harder to control and contain damagim: 
iniormatioii. Along with tiie nnone calls, a 
cluster of other issues has turned scandal 
management into a full-time job at the 
W’hite House. New ones mav crop up: oth- 
ers mav tade. But lor the moment, these 
probe ms are driving Whitewater: 

Rnandai Questions: The release of the 
Clintons' long-withheld ta.\ returns irom the 
late TtK seemed to establish that they lost 
money on the Ozark vacation-home de\’el- 
opment they co-owned with Sf-L operator 
lames McDougul. But it also pmvided de- 
tails about Hillan* Rodham Clinton s lucra- 
tive llier in the cattle-tutures market ibo.\i 
.\lthough the deal is completely legal, it car- 
nes the whiff of hi’pocnsy tor a couple that 
campaigned in IW)2 against 'S(K greed- 
S£rL abuses, insider trading, public officials 
who used their positions iti enrich them- 
selves. Her good fortune came through a 
inendship wath a law\-or tor one ot the state s 
largest and most influential employers 
The hnancial disclosures also evoked the 
least attractive aspect of Clinton >. political 
persiMuilitv: niH liiciliiv tor convenient ev.i- 
sion. .>ucn a moment came at the I iiursaav • 
evening pre-s conierenc . w ncii ii«* e\- 
oiained that he o n*\ i>ed tne eMinuiie oi hi' 
Whitewater iosst's downward iirom aiioui 
^7().0Ut^ to N.’iO.OOtt' k*cause gallevs of hi' 
mother > autobiography reminded him that 


Aftman: He rebuffed the inquiries 


S20.tKM> had actuallv gone in biiv her .i 
house. .Accurate or not. il conuirca meme- 
nes ot an earlier Cbnton. one wno suddeni' 
remembered his induction notice 
Altman’s Changing Tune: I he ucmi' v treu'- 
ury secretarv keeps generating new 'uspi- 
cions about improper \\ hite House invoiv e- 
ment in the Madison probev Last week, he 
offered a fourth correction to congressional 
testimonv on his contacts with the White 
House regarding the Madison investigiition 
He onginallv told the >enaic Banking Com- 
mittee that he remembered oniv one Whitt 
House meeting-. 1 heads up session tt 
disaiss nothing more than prix-edural que'- 
tions about civil suits against the bank. All- 
man bter amended his comments loinclude 
what he said were two brief hallw.ny rtirwer- 
sations with the then White House counsel 
Bernard Nussbaum and Ickcs. Now .\ltman 
says the discussions were more extensive, 
and involved his desire to recuse himselt 
trom RTC investigations which tie did at the 
end of Februarv 

.\ltman is also rapidiv liecoming .i rmiii 
without allies. Since Fiskc' operation i' 
regarded as "airtight." Clintonites suspect 
that the original leaks disclosing the two 
phone calls under investigatu'n c-nme trom 
. the Treasurv' Department Their surmisi- 
. only adds to tensions 
between .Vltman and 
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the White House aides. buiidiM e\*er since 
he coniessed the ' heads up session to the 
senate and then publiciv recused himscll 
without intomunu Clinton aides. 

The RapiMican The administm- 

iion s new dilhcuities will hirther enerpze 
conoressionai Kcpublicans who alread> 
smell blood. Until last week, the most \isible 
laceol GOHantaflonism on Whitewater was 
ben. .\lionsc D'.-Vmato. who has had his owti 
ethical problems That w*as before Rep. lun 
Leach, an Iowa moderate who radiates 
Main Street Republican probity, took the 
House floor fo inake two dramatic charges 
that the Clintons are not tellinc the truth 
about losins monev in the Whitewater ven- 
ture. and that the administration tampered 
with the im-estioaiion ol Madison, owned b> 
lames .McDouoal. the Clmton's partner in 
the Whitewater land development Federal 
investioators believe Madison accounts 
w’ere drained b\' McDou^ to subsidize oth- 
er business imerests. includmg Whitewater 
Leach put up a tramle case for his 
first alletation Lsinc RTC doc- 
uments. he notes S70.00U passed 
from .Madison a/hliaies to 
Ulutewater dunns one six- 
month period in 1955. But his 
thesis that the Clintons pocket- 
ed Madison cash IS unproven 

He ofiered more disturbmc 
endence for his charoe of pohti- 
cal interterence His stronoesi 
exhibit w*as a sheai oi notes from 
lean Levns. the criminal investi- 
gator who led the .Madison m- 
quiry in RTC s Kansas Cits*. Mo., 
ofhee. She charged that supen- 
ors in Washington pressed h^ to 
Ignore enoence that the Clin- 
ton- Whitewater venture 
piaveu a significant role in drain* 

:nc .Maoisons jccuuni- Mo^« 


Dramatic charges in the House 


telling was Less is s account ol a Feb. 2 meet- 
inc in which RTC attomes- .April Bresbw 
told her the agenrs- was under pressure to 
conclude that WhitcMi-ater did not contnbuic 
to Madison s losses She felt like thex- want- 
ed to be able to provide an honest ansuTr’ ** 
Lesvis quoted Hresbu . but that there were 
certain answers that thev would be happier 
about, because it xx’ould get them otl the 
hook " 

.According to her notes. Lexs-is told Bres- 
law she beiiex ed that the Clmtons benefited 
from a check-kiting seneme that drew mon- 
ey from .Madison into the loundenng 
Whitewater dex'clopment. She cited noex i- 
dence of the Clintons compliaty But she 
xstNidered xx*hy thex- apparently asked no 
questions of McLtougal. xvho assumed then 
interest payments on Whitexx-aierlandinthe 
mid-19bUs despite his oxx*n nnancial diihcul- 
ties “Wouldn't x*ou question the source ol 
the funds being used to x-ourbeneht '**' Lexs-i** 
asked. Bresbw has denied Lexx-is s account 


I S accuser >iicci.ii eoun^ I Fiske. 
fnisv in Washington pursuing White House 
revelation^, nuiv n;i\e gain«*<i important 
ground in .Arkansa*- when he cut a deal 
xvith former Little Rikk municipal court 
ludge David Hale. Faang tnai on iraud 
and conspiraex- cnarce-. Hale |>le:ideu 
guiltx*. hoping lor lenient sentencing in ex- 
change for testunonv on Whiiexvaier. The 
agreement alloxx v Fiske to uuestion the 
one ngUH' in tiie atiair xvno direetiv ac- 
cuses Clinton Ol wrongdoin'.: Halt xvno 
ran a ledcrallv backed iinance company, 
has charged that in 19S0 Clinton pressured 
him to make a v'kIU.tfiNi iiun to a nrm 
ou*ned bx- McDougal s wiie: bllU.tNNi was 
tunneled to Whiiexxatcr. But Fiske fuis big 
credibility problems. .V nexx Cbneral .Ac- 
counting Office report on Capital Manage- 
ment Scmces. Hale's nrm. shoxvs he se- 
cretly oxs-ned I I ot the 57 companies to 
which he made loans 
The unending tnckle ot bad nexvs has 
gix*en way in the White House to a bleak 
acceptance that Whiiexx-ater is noxv a pcrm;i- 
nent pan of the administration s political 
landscape “The question is. can we continue 
to make progress xvith Whitexx-ater as back- 
ground music'' asks one senior oiitcial. For 
the moment, the answer is x*es. aome issues 
still have constituencies that outstnp pobti- 
cal problems caused bx* the scandal. Last 
xx*eek the outlines ot a compromise on health 
reform began to emerge, and a maior educa* 
tion inttiatix-e setting nationai academic 
guidelines passed the henate 
Yet Whitexx-aier is forcing the adminis- 
tration to u*ork doublv hard tor victunes it 
should already have in hand Clinton was 
counting on passage ol the S22 billion enme 
bill before the press conference, to demon- 
strate tlial Whitewater nas not swampea 
his legislatix'c agenda but White House 
lobbyists and Democratic congressional 
whips, consumed with stax-ing off 
W’hitexx’ater hearings, allowed Republicans 
to gain the pnKedurai advan- 
tage and denx Clinton a bill un- 
til alter Easter One top Repub- 
lican strategist say^ continumg 
uncertaintv aooui Whitexx*ater 
xx-ill make it more dithcult tor 
Clinton to form maionties on a 
range of issue* Recaiisr the 
question i>. what - ncM anti 
hoxx* loxv can ne g.>”' he said 
"People on the Hill xvili hedge 
their bets and thev do mat bet- 
ter than anvone ' The bad news 
tor the presideni — and the 
countrx — IS that until the next 
questions get answer- all bet- 
could be oil 

Hu : I iK'i I -..th hi hi -iHv 
Hll II I lloM X* i.. I X\I>I t I !• ■ 
•i*ia M xr. ►. II *• xh x: . • 

dr-.l X . ■ - *. • xh«. .. 






4880 


Newsweek 
April 4, 1994 


Hillary’s Cash Cows and Other Sweet Deals 


T he tax returns re- 
leased last week the 
White House contain no 
smoking gun. But according to 
Marvu A. Chirelstein of Co- 
lumbia University Law School 
they do contain clear evidence 
that Hillary Clinton made a fi- 
nancial killing in a sweetheart 
deal in cattle futures. The deal 
in itself was legal —but Chirel- 
stein siQrs Mrs. Clinton never 
put up any money of her own. 
Because it was arranged by a 
lawyer for IVson Foods, a ma- 
jor pli^r in Arkansas, it 
smacks of political favoritism. 
*'It‘s one of those things— 
somebody gets put into a good 
thing.** Chirelstein said. **It‘s 
harmless, but it doesn't look 
wonderful does it?* 
Chirelstein is one of four 
outside experts chosen by the 
White House to brief reporter s 
on the Clintoiu' 1977. 1978 and 
1979 tax returns. The Clintons 
made S98.977-S26.541 in 1978 
and S72.436 in 1979-U tnd- 



lAMCS COUIUBIk.- rilOTCHtFFOinTlls 

Lucky investor First Lady 


ing in ccmmuxiity futures, the 
trades were made at the step- 
by-step direction of James 
Blair, a Clinton fiie^ and an 
ouuide counsel for Tyson 
Foods. Chirelstein says that 
the Clintons piggybacked on 
Blair's brokerage account. 


Blair and the Clintons’ law- 
yer. David KetKialL have told 
The New York Times that Mn. 
Clinton had her own brokerage 
account and that she assumed 
real financial risk in the deal 
Chirelstein says he saw no evi- 
dence of hard risk. "There 
weren't any checks." he says. 
‘This fellow Blair seems to 
have said. Tou can have a frac- 
tional interest in my trading in 
these cattle futures. If I make 
money, you get a share. If I 
lose, you ha^ to take your 
share of the loss’." 

Chirelstem said he knows of 
no contract that required Mrs. 
Clinton to repay sudi a loss, 
whidi means hn ’’investment" 
could be considered by some to 
be a gift. Republicans are 
bound to wonder whether 
Blair, whose business interests 
were dependent on state gov- 
ernment. would ever have de- 
manded that a loss be coveted. 

Chirelstein also said that 
James McDougal. chairman a£ 


Madison Guaranty Savings 
and Loan and the Clintons' 
partner in Whitewater Devel- 
opment Corp.. assumed the 
Gintons' sh^ of V^hitewater 
interest pavments three years 
after they went in business to- ; 
gether. As a result, the Clintons : 
essentially paid no part of 
Whitewater costs 1981 to 
1990. Although documents re- 
leased by the White House in- 
dicate the Clintons paid S7.826 ! 
in Whitewater interest and tax- 
es between 1981 and 1990. | 

Chirelstein says these pay- 
ments covered the costs of a 
model home built on the 
Whitewater tract —a house the 
Clintons sold at a small profit. 

The bottom line, in Chirel- 
stein's tally, is that Clin- 
ton is still overstating his 
Whitewater investment. Clin- ' 
ton has revised the figure I 
downward, from S68.880 to | 
$46,636. Chirelstein says the 
real total is no more thiui j 
$38.809— and if he's nght. the i 
Clintons had two sweetheart | 
deals back to back. I 

Rich Thomas in M'asliin«ion ' 
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The Washington Post 
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B04SL 

•tw 

Th« HonprablB J«a«s A« Leach .. 
aisa Rayburn MOB n 

waihingcoAt O.c. 20919 

Dear Jia; 

Thia la to acKnowledee receipt of and to thanX you for your 
letter of Meroh tth. It will get the due eenaideration it 
aerlta. 

What waa meat impreaeive waa the total number of your 
ee^aignara revealiiif for the firat time intanae interest in 
R9C and OTS overaiaht hearinga« it is meat gratifying to me 
inasmuch as elli with ‘very fsw exesptiens, were rurleueiy 
againat financing RTClaat yaar. 

With every geed wiah« 2 reaein 



Member of Congreaa 


F-a,i Mew, Jim, X aew year aermen in the Washington Tinea 
of Nareh tth. Frankly, thara^a nothing mere aaaurd - even 
rapugnent- than the aptetaele of you bunch of Rapublicana 
- and tha Waahineten Times - in fits and paroxyana of 
morality. 


(#i«iela in WT it eneloiad) 



/2S92~ 



4883 





U S. HOUSE OF REPRESENTATIVES 

COMMITTCE ON OANXINC. RNANCC ANQ UNIAN AFFAIRS 
ONS HUNORfO THIRD CONGRESS 

21 2a RAYBURN HOUSE OFFICE BUtlOiNG 
WASHINGTON. DC 20»1«-«050 

March 10, 1994 


Mr, Robert B. Fiske, Jr. 
Independent Counsel 
Office pt the ^ Independent Counsel 
TWO Financial Xent re. Suite 134 
10825 Financial Centre Parkway 
Little Rock, fcR 72211 


Dear Kr. Fiske* 





I am writing to make clear to yoii that, as Ranking Member of the 
committee cf jurisdiction over an issue which you are probing, I 
am fully prepared to recognize the legitimate concerns, as 
iridicated beloY. of your office. I believe, however, that you 
haVe an equal teligat ion .not to interfere with the legitimate 
oversight responsibilities of Congress. 

There are, broadly, three things a prosecuting attorney can 
credibly request of congress,' which the Congress should take into 
consideration as it structures approaches to its 
responsibilities t 

1 . Where possible, any prosecuting actcrney should be 
gijven an opportunity to put witnesses under oath first. 

2. If possible. Congress should avoid giving immunitv' to 
key witnesses. 

3. Where appropriate, prosecuting strategies should not be 
revealed. 

Likewise. I hereby request that the special counsel do nothing 
that will: 1) put a chilling effect on our Congresslcnal 

i rivffsr. iuait ion ar.i oversight, particularly with regard to 
witnesses and strategy' you may gather from the material w«s have 
supplied you; 2) . i.^texvene or tilt the checks and balances 
between t.he Legislative and Executive Branches; or .3) pursue a 
course that tilts towards choosing sides in what is a legitimate 
difference between America' s two great political parties. 

With regard to witnesses we wish to iTivite. you have been 
provided our prospective lict. I am prepared to agree that a 
week or two delay in rirt.irif.gs could be cc.isidered if you suggest 


/2S¥3 
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Mr. Robert B. Flake, Jr. 

Page 2 

March 10^ 1994 

time is inadequate for you to interview all on cur witness Use . 
But I would stress the minority does not control the hearing 
process. Given the manner in which the majority party has failed 
for over four months to accede to a restrained request for a 
hearing, we have no choice but to Latch on to the one modest 
power we have: an Insistence, that however uncomfortable, the 

majority comply with the law and held a statutorily required 
oversight jhearing on the RTC. with a dace specific in the next 
four weeks. 

With regard to immunity, as I indicated in my March 7 letter, the 
minority has no intent, nor power to offer such. 

With regard to prosecutorial strategies, we would of course not 
intend to rev»-al such, even if we knew what they were. 

AS for the competitive aspect cf jurisdictions, I would bring to 
\ your attention the following passage from Kr. Walsh's recent 
report on the Iran-Contra probe: 

When a conflict between the oversight and prosecutorial 
roles develops - - as plainly occurred in the Iran/contra 
affair the law is clear that in is Congress that must 

/ prevap.1. This is no more chan a recognition of the high 
policpcal importance of congress's responsibility. It also 
is the appropriate place to strike the balance, as a 
resolution of. this conflict calls for the exercise of a 
seasoned political judgment that must take a broad view of 
the national interest . 

It is in this context that I must confess to more than a litt.le 
concern about youx* assertion that you have a "strong concern" 
about "any hearing" our committee might hold and your belief that 
Congressional inquiry ^would pose a severe risk to the integrity 
of our investigation." X reiterate this concern in light cf the 
historical irony that it was Senator Srvin's committee that 
revealed the existence of the Watergate capes and chat it was the 
recent Senate hearing that revealed improper contacts between 
Executive Branch agencies and the Whita House. Hearings almost 
always reveal knowledge and perspective that is helpful to 
prosecutors. The major recent exception involved the excessive 
zeal of the .*najority party to embarrass President Reagan that 
caused it to offer ionnunity to certain witnesses. 

Given the circumstance, unlike most cf the past several decades 
where the majority party in Congress was opposite Chat of the 
White House, I am concerned that ycur public lobbying of Congress 
has the effect of sending a chilling precedent for Congreecional 
oversight and a facucu.s pretext for the majority party which 
controls the machincr*/ of Congress zo delay, defer, or avoid its 

I 


i 
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Mr. Rol^re B. Fiske, Jr. 

Page 3 I 

March 10, 1994 

Constitutional responsibilities. 

In this context, I would bring to your attention Che March 9 
conmentfl oC the Speaker o£ the House. Thomas 5. Foley: don't 

see any reasons for hearings. I think we ought to pay special 
attention to the counsel of the special counsel, Mr. Fiske.” 

I woiUd alco bring to your attention the following exchange 
between Mr. Livingston u£ Louisiana and the Secretary of the 
Treasury before a House Appropriations Subcommittee this 
afrernoo^. Mr. Livingston asked if Secretary Behtsen had been 
apprised in advance of Roges Altman's meeting at the White House 
on the failure of Madison Giaranty. The Secretary responded^: 
advice of Mr. Fiske, the special counsel, , I refuse to answer." 

It is insufficient to simply state, as you did in your March 7 
letter to me. that Congress has a legitimate oversight role and 


Here it /should be stressed that not only does the Congress have 
constituCionally*mandated oversight responsibilities, but that 
traditionally in all western democracies it is the responsibility 
cif the party out of poPwer^ to hold the party in power accountable 
for breaches of the public trust. In this regard, any special 
counsel has a particular obligation to ensure absolute and 
complete impartiality of the process if the results of that 
counsel's inquiJry are to be credibly received by Che public. 

* It may be stan^rd operating procedure for all prosecutors to be 
doubtful of incerventacn by the Congress. But it is net standard 
operating procedure to bias or tilt in any way tke American 
political process or to make premature public judgements about 
the Hhice House |being "very responsive and cooperative" to a 
probe when there are indications to the contrary. I am 
particularly concerned that cfficials of the Kansas City RTC 
office are being gagged and possibly coerced by the Washington 
RTC office. (See attached ronfidenrial memo.) 

It is also unprecedented presumption fr:r a counsel ro suggest, as 
reported today in the Washtnaton Poet ; "i would prefer that 
there be no hearings . " 

With due respect for the difficult task assigned to you, please 
undaiwtand that Members of Congress have obligations as well 


then to advance a pxiblic strategy that undercuts the capacity of 
Congress to uphold its responsibilities and the minority party ti 
hold the majority party accountable to the law as well as to the 
appropriate legislative and oversight processes. 
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Mr. Robert 3. Fiske 
Page 4 

March 10, 1994 

Tn this regard, based cn the material supplied to you in the past 
and the enclosed memorandum, i request that you not reveal the 
strategy of the minority or put any stumbling blocks in the way 
of our efforts to seek public accountability. 

I have known very few issues where public accountability is mort: 
important. This is after all an issue cf public ethics as well 
as public] law. Accordingly, as you vigorously seek documer.rs, I 
would stress again my apprehension th«it at the end of the process 
the Whitei House can be expected to seek to seal the vast ^rray o£ 
documents related to your inquiry. Here the constitutionally 
differenciated /distinction between a Justice Department inquiry 
seeking criminal and civil accountability and Congressional 
dversight which often involves the question of public disclosure 
IS substantial. 


But the differentiated roles of Congre.<3S and a special counsel 
does not mean, as you have implied, that the two are 
incompatible. The two are generally complementary . Indeed, one 
could credibly suggest that any attempt by a prosecuting attorney 
to constrain Congress beyond the standards indicated above is 
counterproductive. ICcnstraining a Congressional inqui^ has the 
effect jef reducing l^owledge, thus reducing prosecutorial 
discreaion 


AS I ind 
ext raordinary 


on. . 

icatedj in out fi 
inary Aspects of 


rst conversation, one of the most 
spects of this issue is the question of how to 
bring it to a resolution. T am prepared to assist in lending 
credibility to the conclusione ultimately drawn by the special 
counseljif the results are, indeed, credible. But I will state 
as firmly as I can, in our kind of democracy full disclosure is 
imperative and the role of Congressio.nal hearings in addition to 
all other legislative purposes is one of establishing a ta^lble 
accountability in open format so that the American people have 
confidence that government of, by and for the people is one of 
openness and fair process 


One of the un 
investigations 


der! 


rstandably important aspects of criminal 
rom the prosecutorial standpoint is 
confidentiality. One of the understandably important aspects of 
democracy is openness. Both must be respected to t.he maximum 
degree possible and neither should or hns to jeopardize the 
other . 


At tc4i'.h.:lien t 


I 


\ 


Sincerely, 

3^n:ks A. Leach 
RaN^ling Minority Kemhp 
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March 8. 1994 


John H. Ryan 

Deputy Chief Executive Officer 
Resolution Trust Corporation 
801 . 17ih Street. N.W. 
Washington. D.C. 20434 


Dear Mr. Ryan: 


I am writing in reference to the House Banking Contmittee's statutorily mandated, semi-annual 
RTC Oversight Hearings which are scheduled for the end of March. As you know, a major area 
of oversight at these hearings will be the failure and resolution of Madison Guaranty* Savings and 
Loan. Little Rock, Arkansas. Madison was taken over by federal regulators in March of 1 989 
and resolved by the Resolution Trust Corporation (RTC) in November. 1990. 

As ranking Member of the House Banking Committee. 1 request that the RTC provide the 
Committee with access to all documents related to madison and its subsidiaries. Members of the 
Comminee will need access to this material to prepare for the upcoming hearings and to perform 
their ongoing oversight responsibilities. (As I am sure you are aware, documents provided to the 
Ranking Member are available to the Committee as a whole under the Committee rules.) The 
documents requested would include, but not be limited to. administrative files, examination 
reports, inierofTice memorandum, notes and minutes of meetings (including telephonic meetings), 
correspondence, electronic mail, and agreements the RTC entered into with private .sector 
contractors during the resolution of Madison. In addition to documents in posses.sion at RTC* 
Washington, I request access to all documents related to Madison held at RTC field offices. 
Furthermore, please provide the names and titles of all RTC employees involved with the 
disposition of Madison. 

Please have your staff contact Joe Seidel at (202)226-3241 or Mike McGarry at (202)225-22.18 
to discuss arrangements to review the aforementioned documents as soon as possible. As you 
are aware, I have previously requested access to these documents for use in performing other 


mm 
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Mr. Ryan 
Page Two 
March 8. 1994 

Commince functions. My final letter concerning that request, was forwarded yesterday, March 
7, 1994. If the agency decidc.s to comply with that rcque.st. we will, of course, con.sider this 
reque.si satisfied as well. 

I appreciate your assistance und look forward to your cooperation. 


Sincerely, 



JAL:jls 

cc: Henry B. Gonzalez 

Chairman 

Committee on Banking Finance 
and Urban .AtTairs 

2413 Rayburn House Office Building 
Washington, DC 20515 
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Tbtt Boiioi;«bIe Lloyd Ben^sen 
SocDBtary of fbo Ttuouxy 
C hainon, Thrift: D«poeii»r 

Protection Ov^sight Board 
1500 Famisylvania Avemio, H.w. 
waohlngtoti^ D.C. 20220 



D«air ar. Secretary: 


You luwe pronrioosly been imrited By letter dated liaxch 3 j 1594 
to appear and testify before the Cbealttee on Baidung, Financk and 
02baa Affaire for the purpoee of tiie eolanmal appearance of Uie 
Tiirift Depoeitor Protection Oversight Board. That letter spodLfies 
in detail the natters to vhleii yon should direct yoor testinos^. 
Z expect that Republican. wmihuTU of the conelttae eay use the 
oppo r t u nity of the Oversight Board bearing to pursue their sj^ted 
interest in extraneous nattases, ineiiiding Kadison guaranty Sairixiga 
and Loan. Any goestlons regarding Madisoo guaranty Savings and 
Leens, satters that are the subject of pending investigation by 
Special Counsel Fiska cor ofther lev jen fo r c— ent authorities, or 
other extraneous nactSKs not ^peeifioallY set forth in section 
2lA<h) (S) Of the FedasaX Soae Z^en Baidi let or tlie Hareh 3 J 1994 
iBvltatlan will not be csonsldsrod pertiiienb at the hearing and) naod 
by you. 


reqoirl 


she prisary s pe ns or of the popovision 
Overnight Board to appear on a geadiwruiT basis so tha^ the 
Goeeittee eould wtsee Ite notleiides* tte recent epprepriation 
of fondn to the BSC, tb» waaaagmmat lef or as # and F0ZC-9fC 
transitloo naaeures regained under PUbllo Lav 103-24 elkariy 
regoire the ooe^Late and fall attention of the Ooeauttea in order 
to have a succesaful Oversight Board h e ar i ng. I intend to iceep the 
heering so U 


X Loot roEwexd to your oerefa 24* 3994 
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U.S. HOUSE OF REPRESENTATIVES 

CCMMrTTf E ON lANUNG. MNANCC AND URiAN AEPAMS 
ONE HUMORED THIRD CONGRiSi 
2t2t RAViURN MOUSE OEfCE SUILOINQ 
WASHINGTON. DC 20f 1S-40SO 



March 10, 1994 




«Oi«AM 


John I. Ryan 

Daputy Chiaf Bxacutiva Officer 
Resolution Trust Corporation 
801 17th Street, NM 
Washington, D.C. 20434 


Dear Hr. Ryan: 


You have recently received letters from Congressean Jin Leach 
regueating access to all doeuaents you possess concerning Madison 
Guaranty Savings and Loan and its subsidiaries. The March 8, 1994 
letter statss that, "Neabera of the Conaittee will need access to 
this aster ial to prepare for the upcoaing [RTC oversight] hearings 
and to perfora their ongoing oversight responsibilities." 


This lettsr is to infora you that the Banking Coaaittee is not 
conducting an investigation of Madison Guaranty Savings and Loan 
or related natters at this tine. Mr. Leach's requests do not 
constitute a Rule X or Rule XI investigation under the House Rules. 
A hearing does not provide the basis for a asaber of Congress to 
obtain docuaents to which he or she is not otherwise entitled. I 
will request any inforaation needed by the Coasiittes in order to 
prepare for any Thrift Depositor Protection Board Oversight 
hearings pursuant to section 21A(k) (6) of the PllLB Act and will 
make it available to members of the Coaaittee, as appropriate. 


I trust that you will give Congressaan Leach's requests the 
consideration they merit and extend to hia the saae courtesies you 
would extend to any member of Congress. 



/23S0 
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U.s. HOUSE OF REPRESENTATIVES 

COMMITTEE ON lANRING. FINANCE AND UIWAN AFFAIES 
ONI HLNDMO THHIO CONORCai 

am RAYBURN HOUSE Omi BUILOJNO 
WASHINGTON. DC 2081M080 


TELEFAX 


es«« HRitm 

«W 0 NUI <| 0 U •UnfMUtA 

onsA. MtcA«oau au#o< 
• e-««e - 


WaoliO «MrTO«l 


(toa nudur 


March Ilf 

1994 



TO: 

Mr. 

John 

Ryan 


c/o 

Hr. 

Petar Knight 

FROM: 

Rap. 

, Jamas A. leach 


Kumbor of Pagas Including Covar — 2 
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U.S. HOUSE OF REPRESENTATIVES 

OMMiniH ON iMIKINa nNANCI 

ONf HUNPUD THMM CONONSM 

2121 lUVtUMlI NOUtI OmCi lUILOlNO 
WTAtNINQTDN, DC 20«l8-i0e0 

Ntreh 11 , 1994 



Nr* John Ityon 

Ooputy Chiof Ixocutivo Oftieor 
looolutlon Trust Corporation 
ISth and Fsnnsylvania Avsnus, ir.s. 

Washington, o.c. aoaao 

Dost Nr. ftyans 

Zn rsfsrsnos to ths ssstings asong xic, Trsasury and Whits Housa 
officials eonesming erisinal rofsrrals rslatod to lUdison 
Guaranty, a nunbsr of officials within ths Adsiaistration have 
publioly statsd that Cengrossiensl Is pu hlioans and Dosocrats, in 
tho Xooss and ths isnats, rsesivsd ths sans hrisfing as that which 
was providsd ths Whits Heuss by WTO offioials* Those oosssnts are 
intsrssting in that nsithsr z, as Banhing Wsahsr of ths Banking 
CosaittsSf nor ay staff over wars offsrsd such a hrisfing(s). 

Plsaos provids s sssponos so to ths DsBocrat and Bspuhlican Nsnhsra 
of ths Bouss and ths isnats, inoluding any staff, who rsesivsd ths 
sass hrisfing that are and trsasury offioials providsd ths Whits 
Bouss on eriminal rsfsrrals and other aattsrs rslatsd to Badison 
Guaranty. Zn addition, plsass ineltids ths datss on wBioh such 
hrisfing wars bold, a list of ths adninistratioB offioials who 
ssndustsd ths ssstings, and ths suhotantivs OOBtsat of ths 
hrisfinga. 

Plsass provids a rssponas by Baroh 21, 1904. thank you for your 
proigpt attontion to this aattar. 
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< CONFIRMATION REPORT > 


C3-11-1994<FRI) 16:54 


C TR ANSM IT 1 


NO. 

DATE 

TIME 

DESTINATION 

PQ. 

DURATION 

MODE 

RESULT 

1449 

3-11 

16:53 

9 202 6220073 

3 

0*01 '13- 

NORM.E 

OK 





3 

0*01 '13- 
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CHAISTOOMM • OONO. MO$OUO 
C9NMI MACB. HOMO* 

LAUCM AAMKLOTM NOHTM CAOOUNA 
OOOWTf OMMITT UTAM 
wnulAU V OOTM. JO . OCLAWANI 
ACTS V OOMIMO. NSW MfJUCO 


STfVtN B MAANtt STAU 0>UCT00 AMO C»«B» COUNBCl 

N01WAA0 A mcmu. mmmjCJM stau omcctob 


lElnitd States 3tnate 

COMMITTEE ON BANKING, HOUSING. ANO 
URBAN AFFAIRS 
WASHINGTON, OC 20610-607S 


March 6, 1994 


Mr. Roger Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street. N.W. 
Washington, D.C. 20434 

Dear Mr. Altman: 


! ; . » 

miiiBa !!;! 

D 

oweiOFOufo^»i*aA«i» 

STC 




During the recent RTC Oversight Board Hearing, you made some 
startling disdosures about a "heads-up” briefing that you and Treasury 
General Counsel Jean Hanson gave top White House insiders. Your 
testimony triggered another disclosure about two earlier clandestine White 
House meetings. The list of participants in these meetings includes many 
top Administration figures and political operatives, including White House 
Counsel Bernard Nussbaum and Ms. Hanson. 

Ms. Hanson has been described as one of "Treasury’s top political 
team." In light of her prominent behind-the-scenes role in the handling of 
the Madison affair, and her role at the Department of Treasury, I would like 
to know whether Ms. Hanson was present at the RTC Oversight Board 
hearing on February 24th. As the top legal advisor to the Secretary of 
Treasury and the Depsutmenfs chief law officer, it would make sense for her 
to attend a hearing where people she advises-namely. Secretary Bentsen and 
yourself-were testifying. 

If Ms. Hanson did attend, why did she did not come forward and brief 
the Committee members, and witnesses, including yourself, about these other 
questionable White House meetings in which she participated? The 
American people and Congress have a right to demand and expect from high- 
ranking administration figures such candor and honesty. In addition, did she 
ever brief you on these earlier meetings? If she did not brief you about these 
meetings was she not derelict in her duties? 


/2iS‘S~ 



4896 


Thank you in advance for your assistance. 

Sincerely, 

Alfonse M. lyAinato 
United States Senate 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20515-6050 

March 1, 1994 


CVA 

• * ,*S A 


?{av*a^ 


As;«-»s 


MAR 3 594 

OFFICE OF GOVERNMENTAL RELATiQNS 

D«ar Mr. Altman: RTC 

Enclosed is a self explanatory letter to Nr. Bernard Nussbaum et. 
al. As you know, in my letter of February 3 I had suggested that 
you recuse yourself from matters pertaining to Madison Guaranty 
Savings and Loan. 

Nov, however, based upon your meeting with White House officials on 
this subject, presumably after receipt of my letter, your 
resignation from all responsibilities at the RTC appears to be the 
only ethical option in order. 


The Honorable Roger Altman 
Interim CEO 

Resolution Trust Corporation 
801- 17th Street, N.W. 
Washington, O.C. 20434 


Sincerely, 

Jam\ A. Leach 
Ranl^ng Member 


Enclosure 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTU on SAUNliNG. FiNANCf AND UNtAN AffAlflS 
ON€ HUNOMCO THINO COMGHI SS 
2129 RAVauRN KOUSf OffKl tUILOING 
WASHINGTON. DC 20919-9090 

March 1, 1994 


Nr. Barnard Muaabaua 
Counaal to tha Prasidant 
Tha Nhlta Rouaa 
Washington, D.C. 20900 


.Amt ft OftC> «wft 
M. *K:ft«ft 

MftKI ftewMtt* M* .IftW* 
OOkjC MfttwMft ftitftfttft* 

•MUM! «3C4 
•3*» ftC*- mKZmtm 
ftiMIft tttOftOiUt Uift.tMiA 
«C«MS « .ivUum 

.irr w ft w 

Um mm%om >UM 
at ft Oft — —»ct >•« 

mmmof 

XM t WCU I ft W C M<mCMI 
«CI .am 

ftOSCMiM IMMMM** 
s*f*ca*MC-w» ■ o*MM 





nr^ Staphan Potto 
Oiractor 

Offica of Govarnnant Ethics 
1201 Mav York Avanua, N.W. 

Suita 500 

Washington, D.C. 20009-3917 

No. Jaan Hanson 
Ganaral Counaal 
Roob 3000 

Dapartaant of tha Traasury 
Washington, D.C. 20220 

Nr. Art Xttsinski 
Chiaf Ethics Officar 
Rssolution Trust Corporation 
•01- 17th Straat, N.W. 

Washington, D.C. 20434 

Daar Nassrs. and Nadaai 

on Pahruary 3, 1994, X vrota to tha Intariu CEO of tha Rasolutlon 
Trust Corporation (*TC), Nr. Rogar Altaan, asking that ha saak 
appropriata counaal as to whathar ha should racusa hiualf froa 
■attars ragarding Madison Guaranty Savings and Loan. As I notad in 
■y Pataruary 3 lattar to Nr. Altaan: "...it vould appaar athically 

quastionabla for a political appointaa of tha Dapartaant of 
Traasury to aaka daeisions for an indapandant fadaral agancy vhan 
tha Prasidant nay ha i^plicatad in anforcaaant and civil actions." 

On Pabruary 23 I racaivad a langthy rasponsa to ay lattar which 
andad with tha following santanca: "I trust this lattar fully 

addrassas your concams" (saa attachad lattars). Ragrattably, tha 
lottar did not fully addrass tha concams aicprassad in ay lattar of 
Pabruary 3. Noraovar, it would appaar that tha concams raisad in 
■y lattar wara confimad whan Nr. Altaan tastif iad last waak bafora 
tha Sanata Banking Conittaa that ha had antarad discussions with 
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the White House on Batters affecting the President's potential 
personal liabilities. 

While it is dubiously credible to think Nr. Altaan would have gone 
to the White House to discuss only the statute of limitations, in 
that a mere memo would have sufficed, it bears noting again the 
irony that it was Mr. Altman who on May 4, 1993, strongly 

recommended by letter to the Chairman of the House Banking 
Committee that the statute of limitations for civil lawsuits 
against S&L wrongdoers not be extended. 

Nr. Altman's meeting with White House staff concerning the RTC's 
actions in the Madison case is an ethical umbrage. Even though Nr. 
Altman has now decided it proper to recuse himself from the Madison 
case, the issue at hand is whether his conduct violated federal 
ethics guidelines or strictures, as promulgated by the RTC. These 
guidelines are listed under 12 CFR S 1605.7 and include the 
following: 

**No employee shall engage in any action, which night result 
in, or create the appearance of ... 

(b) giving preferential treatment to any person; . . . 

(d) losing complete independence or impartiality; 

(e) making an RTC decision outside official channels; 
or, 

(f) adversely affecting the public's confidence in the 
integrity of the RTC." 

Also, 12 CFR s 1605.10 states that an RTC "employee may not, 
directly, or indirectly, use or allow the use of information which 
is obtained as a result of his or her RTC employment but which is 
not available to the general public in order to engage in any 
financial transaction or to further a private interest." 

In addition, another issue appears to be an abuse of the spirit of 
5 U.S.C 3348. In a technical sense, this statute allows the 
President to name a temporary agency head to fill a vacancy until 
a nominee is confirmed by the Senate. In the event a nominee is 
rejected by the Senate or his/her name is withdrawn, 5 U.S.C. 3348 
provides that the vacancy may be filled for not more than 120-days 
by an individual designated by the President. 

In the case of Mr. Altman's appointment as interim CEO of the RTC, 
we have a situation where a political appointee of the Treasury 
Department has served as the head of an independent agency for 
approximately 13 months. To some, this circumstance leaves the 
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iaprasaiofi that Nr. Altaan'a tara of of flea aight hava baan 
intandad to coincida with tha running of tha atatuta of liaitatlona 
for civil lawsuits which could affact tha Whita Housa. 

Now that tha atatuta of liaitations has baan axtandad, a skeptic 
aight wonder if further legal aachinations will occur as a naans of 
aaintaining Nr. Altaan's tenure as inter in CEO of tha ETC. After 
all, no noainaa to head tha ETC has baan foraally presented to tha 
Senate since Mr. Tata withdraw his naaa from consideration on 
Novaabar 30, whan ha coaplainad of gross aisaanagamant at tha ETC. 

Zt is ny judganant that tha ETC has had its indapandanca 
coaproaisad and that it is no longer sufficient for Nr. Altaan to 
racuja hinsalf from tha Madison case. It is all too apparent that 
his shadow looas large at tha agency and that his inaadiata 
resignation froa all responsibilities at tha ETC would appear to be 
tha only ethical option at this tins. 

In addition, just as one party should not hava requested tha 
aaating, tha other party should not hava accepted it. In this 
regard, I hereby request a review of whether White Housa officials, 
Barnard Nussbaua, Margaret Williaas, and Harold Ickas, violated any 
ethical guidelines. Hare I would call your attention to tha 
following White Housa guidelines: 

3 CFR S 100.735-4 General standards of conduct. 

"(c) In all circuBstancas aaployaas shall conduct 
thaasalvas so as to axaaplify tha highest standards of 
integrity. An aaployaa shall avoid any action, whether 
or not specifically prohibited by this subpart, which 
sight result in, or create tha appearance of: 

(1) Using public office for private gain; 

(2) Giving preferential treataent to any person; 

(3) Ispeding Governaent efficiency or econosy; 

(4) Losing coaplete independence or impartiality; 

(5) Making a Governaent decision outside official 

channels; or 

(6) Affecting adversely the confidence of the 

public in the integrity of the Governaent." 


3 CFE S 100.735-9 Conflicts of interest. 
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*(a) A conflict of intaraat nay axiat vhanavar an 
•aployaa haa a aubatantial or privata intaraat in a 
aattar which involvaa hia dutiaa and raaponaibilitiaa aa 
an aaployaa. Tha aaintananca of public confidanca in 
Govarnnant claarly daoanda that an aaployaa taka no 
action which would conatituta tha uaa of hia official 
poaition to advanca hia paraonal or privata intaraat. It 
ia aqually important that aach aaployaa avoid bacoaing 
involvad in aituationa which praaant tha poaaibility, or 
avan tha appaaranca, that hia official poaition aight ba 
uaad to hia privata advantaga." 

3 CFR $ 100.735-21 Ganaral conduct pra judicial to tha 

Govamaant. 

"An aaployaa aha 11 not angaga in criminal, infaaoua, 
diahonaat, immoral, or notorioualy diagracaful conduct, 
or othar conduct pra judicial to tha Govarnaant." 

With ragard to tha aacond of tha abova citationa, it would appaar 
aalf-apparant that "paraonal or privata intaraat" would apply to 
iaauaa of individual job aacurity or promotion. In addition, with 
ragard to tha third, tha adjactiva "diahonaat" would praauaably 
apply to tha iaauanca of atateaanta of fact that prova untrua. 
Kara, I bring to your attantion, Mr. Nuaabaua'a Fabruary 10, 1994 
lattar to Rapa. Lightfoot, Wolf, and latook. I would alao aak that 
tha poaaibility ba probad that tha aaating night hava had tha 
affact of baing "prajudicial** to tha govarnaant 'a caaa in attaapta 
to racovar taxpayar loaaaa ralatad to tha failura of Madison 
Guaranty. 

I would spacifically raquaat that tha Offica of Govarnaant Ethica 
and tha Chiaf Ethica Officar of tha Whita Houaa, which X undaratand 
to ba Mr. NuaabauB or hia daaignaa, formally raviaw and provida ma 
with a responaa aa to whathar tha aaating batwaan tha thraa Whita 
Houaa officiala and Mr. Altman violatad any guidalinaa of 
govarnaant athics, ragulationa, or law. In particular, thara ia an 
implicit appaaranca that public officiala daalt with tha privata 
aattara of tha Praaidant. In thia ragard, I would haraby raquaat 
a liat of any individuala who participated or attended at any point 
in tha diacuaaiona and fron aach any notaa or racordinga of tha 
aaating or aaatinga at tha Whita Houaa or alaawhara on thia aattar. 

Plaaaa provida a full raaponaa to tha iaauaa raiaad in thia lattar 
regarding tha Whita Houaa aa wall aa Mr. Altman by Monday, March 
21, 1994. Thank you for your tiaa and conaidaration of thia 
aattar. 

Sincerely, 

Jaaaa^. Leach 

Ranking Maabar 

cc: Mr. Roger Altman 

Interim CEO 

Raaolution Truat Corporation 
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U.S. HOUSE OF aEPHESENTATIVES 

CCMMiTTVf 2N BANKING. F'NANCE AND URBAN AFFAIRS 
ONE HUNDRED third CONGRESS 
Z'Z3 RAYBURN mQuSE OFFICE BUILDING 
.VASh.nG'*C*J OC:C«*5-oC50 


r^cruarv 1994 



>oan»ii^i4i 


Mr. Rogar C. Altsian 
Inraria CSO 

Rasolution Trusr Csrporation 
301 17th Straat, NW 
Waaningconr 3C 20434 

3aar Mr. Altaan: 

: am in racaipc of your .-ebruary i, 1394 responsa to cha letter 
iniCiatad by Senate Republican leadership concerning Madison 
Savings and Loan and I an pleased zo learn thar the RTC **vill 
vigorously pursue all apprcpriate remedies’^ with regard to 
Madison's failure. It seens seif -apparent that i.n order for t.^e 
RTC to pursue vigorously all reaedies it aust have all relevant 
inforaation at its disposal. Accordingly, I urge the RTC to seek 
and review ail Whitewater -eveiopnent Corporation documents turr.ea 
over by the White House to the Justice Department. 

In its investigation of Madison, the Minority has uncovered li.-'Jcs 
cetveen .Madison and Whitawater. some of wnich may have contributed 
to t.he thrift's failure. riot inly did James and Susan McDouoai 
.-.old significant ownersnip i.tterest in both entities (approximately 
two tniros in .Madison ano one r.aif in Whitewater) , but the other 
:oir.t owners of ''Riitewater 3ill and Hillar*/ clintcni appear to 
have benefited directly and indirectly from the application or' 
Madison resources. .:see tne attacr.ea memo. 

If t.he White House chooses to use the Justice Ceoartment to shieii 
'Whitewater documents not oniy :rom the public and Congress, out 
from other government agencies, sucn as the RTC, which .nave 
legitimate public law enforcement responsibilities, it is r.ara to 
believe a responsible resolution of the issues involved can be caae 
by regulatory authorities. 

I have high regard for your personal intagrity, but aa you know, 
from tha bag inning, it .tas ceen an awkward situation to have a 
presidentlally appointed ana confirmed officer of the Treasur*/ 
Department also head an independent federal agency, the Resolution 
Trust Corporation (RTC) . when t.tis prospect was f irst suggested at 
the beginning of the Clinton .-.oministration, it did 
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r.cz strike tbe Minority as *ver-v -r.raascnaDie :cr a aonth or rvo 
given ziie facr tbac no RTC .".eai -ai ceen se leered. 

However, has been over a yaar : ir.ee zze Adainisrraricn has been 
in cifice and it can onxy ce lescricea as structurally unseemly for 
a political appointee of an l;;eci:rive branch deparraent to aake 
what are in effect, law enter eer.e.nr decisions for an independent 
federal agency as they aay eeucr. . = = n the President. 

Accordingly, I would urge that . lu request from the Deparraent cf 
Treasury's General Counsel ana Ztr.ies Office advice as to whether 
you, as interim CEO of the RTC, are coligated to recuse yourself 
froa any decisions concerning tna resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical lilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circuastances .hen the President or a high level 
Administration officer is the suc^ect of investigation, so it would 
appear ethically questionaole for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President nay ce implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
cresidentially appointed cfficiai can oversee an investigation 
involving the President. Rat.her the issue is that officials with 
this responsibility should be confirmed for the job with t.hat 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate t.hat Issued a cease and desist 
craar for engaging in conflicts cf interest against the son cf a 
former President. 

As you know, despite your streng letter to the Chairman cf tr.e 
House Banking Committee recommending against extension. Congress 
last year extended the statute cf limitations for civil lawsuits 
crougnt against S&L wrongaoers. As you pointed out in your cost 
recent lerter, this extension 'has afforded the RTC an opportunity 
to investigate further any civil claims which may be assert ea 
againsc individuals or entities associated with Madison Guaranty 
for fraud, intantional misccnauct resulting in unjust enricnment. 
or i.ntantional misconduct resuiti.tg in substantial loss to the 
institution.” Given, however, the impending running of the statute 
of limitations for certain ki.tds cf actions, time is clearly of t.he 
essence for the RTC to make judgments about civil accountability ir. 
t.he failure of .Madison. 

Finally, I would like to reiterate my request, pursuant to Rules ;< 
and XI of the House Rules fer ill documents related to .Madison 
Guaranty Savings and Loan, l-ct_c .-.oc.*c, Arkansas. As you k.now. 
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Mr. Roger C. Altaan 
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February 2, 1994 


on Zeceaoer 9, 1993, I wrcre zT:e RTC requesti.-.g access to all 
dccuaents related to Madiscn Guaranty and its subsidiaries. 

House and Ccaiaittee Rules, House cractioes, and judicial orecedent 
support tne proposition tnat tr.e Ranking Minority Meaber 's t.te 
functional counterpart to t.te CMairtan for Committee action.* T^.ls 
being the case, a request for locuments made by the Ranking 
Minority Meaber has parallel standi.ng with a request made by t.*:e 
Chairman of the Committee. The Ranxing .Minority Memoer clearly nas 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Meaber to carry out r.is 
constitutionally mandated overs ic.nt responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon. Monaay, February 7, 1994 . On this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

.Again, let me stress t.*iat to the degree a conflict situation nav 
exist in this matter in no way reflects on your personal integrity* 
It is simply an awkward circumstance in contrast to a personal 
embarrassment . 


Sincerely, 



JAI.:gp 
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CCNCRAL COUNSEL 


DEPARTMENT OF THE TREASURY 

WASHINGTON 


February 23, 1994 


The Honorable James A. Leach 
Ranking Member 

Committee on Banking, Finance and Urban Affairs 
U.S. House of Representatives 
Washington, D.C. 20515-6050 

Dear Mr. Leach: 

In your letter to Deputy Secretary Altman of February 3, 1994, 
you asked him to seek advice from "Treasury's General Counsel and 
Ethics Office” as to whether he is obligated to recuse himself 
from decisions concerning the Resolution Trust Corporation's 
resolution of Madison Guaranty Savings and Loan Association. He 
has sought such advice from me and from ethics officials of the 
Resolution Trust Corporation and the Treasury Department. 

I understand you to express concern about the possibility that 
the Deputy Secretary might, as acting Chief Executive Officer of 
the Resolution Trust Corporation pursuant to the Vacancy Act, 5 
U.S.C. 3347, participate in RTC decisions as to whether there are 
civil claims for RTC to pursue arising from the failure of 
Madison Guaranty Savings and Loan Association and the expiration 
of statutes of limitation applicable to any such claims. Your 
concern seems to stem from the fact that decisions regarding 
those claims "may touch upon the President” who appointed the 
Deputy Secretary to his Treasury position. You asked the Deputy 
Secretary to seek advice from Treasury's General Counsel as to 
whether he is "obligated to recuse (himself) from any decisions 
concerning the resolution of Madison Guaranty.” I have advised 
the Deputy Secretary that neither his appointment at Treasury nor 
his detail to the RTC creates such an obligation. 

Your letter suggests that the Deputy Secretary's participation in 
such decisions would be "structurally unseemly," a conclusion 
apparently based on the fact that he was appointed by the 
President and confirmed for a position in a Cabinet department 
and is acting in a position in an Executive agency that is not 
such a department. However, the authority pursuant to which the 
Deputy Secretary is detailed to RTC duties was amended in 1988 
precisely so that any Executive agency, such as the RTC, and not 
just Cabinet departments, could continue to have Presidentially- 
appointed leadership when circumstances delay filling vacant 
positions. Pub.L. 100-398, §7(a)(l) and (2), Aug. 17, 1988, 102 
Stat. 988. 
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You also suggest that a structural issue arises from RTC’s 
"public law enforcement responsibilities;" that it would be 
improper for a Presidential appointee not confirmed for a 
position at the RTC to exercise those responsibilities. However, 
the RTC is not a "law enforcement" agency. Its responsibility to 
pursue civil claims owed to the institutions it takes over is not 
a "law enforcement" responsibility. In fact, RTC*s claims 
collection responsibility is more analogous to the responsibility 
of the head of every Executive agency to collect claims of the 
United States that arise from the agency's activities or are 
referred to it. 31 U.S.C. 3711. The differences between the 
Deputy Secretary's claims collection responsibilities at Treasury 
and at the RTC raise no "structural" concern regarding his 
performance of those responsibilities at the RTC. 

Even if the RTC were in some special sense a "law enforcement" 
agency, which it is not, absent an exception in the Vacancy Act 
or another statutory provision creating an exception, the Vacancy 
Act authorizes filling vacant positions at any "Executive agency 
(other than the General Accounting Office)." The language of the 
Act does not distinguish among agencies based on the nature of 
their functions. Moreover, it would be incorrect to infer the 
existence of such distinctions. In the one instance of an 
exception created by the Vacancy Act, Congress has employed 
language that clearly achieves that objective. The Act expressly 
provides that its authority to detail Presidential appointees 
from other agencies does not apply to vacancies in the office of 
the Attorney General; neither the Vacancy Act nor any other law 
creates such an exception for the RTC. 

Finally, even if there were some basis for reading into the 
Vacancy Act a principle that only an official confirmed for a 
position in an agency with law enforcement responsibilities 
should be detailed to another such agency, the Deputy Secretary's 
position at Treasury would qualify, rather than disqualify him. 
Treasury has enormous criminal law enforcement responsibilities, 
as is as^ly demonstrated by the significant law enforcement 
jurisdictions of the Bureau of Alcohol, Tobacco and Firearms, the 
Customs Service, the Secret Service and the Internal Revenue 
Service. Each of those organizations reports through its chain 
of command to the Deputy Secretary of the Treasury. 

You also suggested that Deputy Secretary Altman consult ethics 
officials. He has done so. I am informed that the RTC's Ethics 
Officer and Treasury's Designated Agency Ethics Official, in 
consultation with the Office of Government Ethics, have advised 
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the Deputy Secretary that he is under no legal obligation to 
recuse himself from matters at the RTC that "may touch upon the 
President." 
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•tsoiutiOM nu»t eatfOMTioit 


Nay 4. 1993 


Kenerabia Haary ■. Consalaa 
cnalraan 

CsaiBiataa on Banfclngi Fimnca 
aad Orban Affairs 
Keuaa of Rsproaaatatlvaa 
Vaataingaea, D.C. 3051S 

Oaar Ks. Cbairaaa: 


REcajyso 


HkY 
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T!umJc you for this opporcuaity ro comana on tha iaaua of 
extending the Uaitationa period applicable to tort elaiaa 
brought by the naaolutlon Trust corporation in its capacity as 
conservator or receiver of a failed insured depository 
institution. 


AS you kJiov, over a year ago the RTC generally supported 
legislative efforts to extend this Uaitationa period because its 
Professional Liability Seetien (PL5) vas faoing a peak nuaber of 
institutions vhioh were closed in 1989 and for which the federal 
liaitations period would be expiring during 1992 and the first 
guarter of 1993. The limitations period expired during this tine 
for 410 of the 7S2 thrifts under RTC control for PLS purposes. 
The RTC, howeverF survived this critical pariod of tiae without 
aiseing a daadline. In fact, as of Karsh 3i, 1993, the RTC had 
T20 pending offanelve laveulte involving RTC elaiae filed in 
174 institutions. As of ths saas data, 120 sattlaaant agraeaants 
have been executed, and 11 easee went to final judgaent through 
trial. 


In addition, beginning laet autuan, the RTC hae been iaoreaeing 
PLS staff to meet the deaands of ite workload. The Secrotary of 
the Treaeury, in hie capaeity as chsimam of the Thrift Oepoeitor 
Proteetion Oversight Board, has further coaaittad to review and 
reeoaaefid iaproveaente in tha organization and staffing of PLS aa 
part of his nins*point plan for the RTC, recently announced 
during his eeei^annusl teetiaony before Congress. Consequent ly , 
the RTC hee no need st this tiae either to revisit **eloeed* 


tot i7yi<aw#.M>e ieie »ieio i a fe 2P4X 
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Honenbl* Htnry B. coiual** 

p«9€ a 

elalaa arlaioQ In inatitutienn in vhleb the llaltatlena parlod 
baa axpirad or to axtaad tha liaitatiens parlod proapaetlvaly oa 
tha are win eentlaua to aaat all upcoalng daadliaaa. 

Plaaao lat aa know If you naad any furthar lafenacion. 

sinearaly, 

Re^ar C. Altaan 
Intaria CIO 
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THE WH-ITB HOUSE 
wa^hinoton 


Febniaiy 10. 19^ 


Oeir Congressman Wolf: 

•nank you for your leoer of Janiiao^ 11. which tsks whether public hires are being used to 
provide the Presidem wicn assUtanee related to issues surrouKling Whitewater 
Developtnem Corporation aad the former .Madison Guaran^ Savngs atid Loan. 

.As I am sure you realiae, an investigation affecting a sitting Presidem necessarily requires 
the officiai'sBeniion of the Whim House staff, iacluding the Office of the to me 

President. For example, the White House has been called upon to tespond to various 
inquiries ffom memben of Congress. Similarly, fflcrahets of the press have ii^airies 
to the White House. These inquiries have requited rcspMscs from the White H w rt. 
including legal judgments on matters affecting the office of Presidem of die United 

As you know, however, the President and .Mrs. CUnton ate represented personaUy by a 
private attorney. No piblic nmdt ate being used to compeonic that anomey. Funhetmoie. 
no White House staff reambets are aettng as lawyers for the Piesidem and the Pint Lady 
wheie them is oo official nexu. 

Thank you for your interest in this matter. 



The Honorable Frank R. Wolf 
•Member of Cosgreaa 
U.S. Houk of Rep res ent a tives 
Washmgton. D.C. 20S1S 
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tUtfal ;statts jSaiatt 

COMMina ON MNKMB. HOUMNa. Mll> 
UMANAffAMS 

WAOHMCTON, BC 20i1(M07t 


Much?, 1994 


TO: FieterKfligbt-RTC 

t» 416-24S2 

PROM: Kelly Conln. Senate Banking, Hbu^, and Urban Affidn Conuninee 

phone (202) 224-1568 fu (202) 224-5137 

RE: POM-hearing qnealiona from the Febnuny 23. 1994 hearing on die semi- 

•anoal npoit ot tlw RTC Ov«r«i||hl Buwd. 


Thom nihy be mom goeatioaa onbmitlad at a later date. I will call and let you know 
should that occur . 

Pleaae eall me if yon have any qneationt. Hiank you. 


/Z27/ 
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Senate 


•amma CAuMtiM mjLim >l wTk. a. oaawam 

MM MKIMOMM CMMAffU. COOMAOO PfTl V. OOMOUCt. NtW MtX<0 



COMMrnril on tANICINO. kousino. ano 
URIAN AFFAIRS 

WASHINGTON. DC 205 10-5079 


•n«u ■ <mmm. ATArr a wb a taa am* mmr Atwitaa 
K MMu. tmjtucm t,rm mmctm 


Murch 7. 1994 


The Honorable Roger C. Altman 
Interim Chief Executive Officer 
Reiiolution Tnuit Corporation 
1801 Seventeenth Street, NW 
Washington. DC 20434-0001 

Dear Mr. Altman» 

Thank 7011 for teetifying at tWa CoTnmit.tep’R February 24, 1994, hearing on the wmi- 
annual report of the RTC Oversight Board. 

It would be greatly appreciated if you would have your responses formatted in the 

followiiig iaaiuxeri 

(1) Please title your responses indicatuig which Senator asked the question 
(e.g., "Questions foom Chairman Kiegle ). 

(2) Set forth the question, then Uie answer to it, and single-space both 
quastionj and tmswere. 

(3) Include the number of each question and answer (e.g.. "Q.l." and 

(4) Do not use all capitals. 

Plonso Bond your reply to Kelly Cordee. the Committee’s chief clerk. She will 
transmit oopiee of your reeponse to Committee’s publication oflioc. 

If you have any queetiona please contact Ms. Cordes at (202) 224-1068. 



Bncloeure 


/ZJ7Z- 
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Written Qoeetioaa for the Record, Svbmi 


aemi-enimel ABBearaTiee of the Thrift Depositor Protection Ovcrright Board 

Februaty 24, 1994 


Qn«minii« for Mr 

1) Last September, 13 fomer and current employees of die RTC testified to 
fiunuurmifi infttenMM (if waRtu und TnisnmniiHBnuint within thn agency. 
Afioordine to the Goveminent Accountability Project, many of Uiose 
witneaaea oontixme to be poorly treated by the RTC. One has been fired; 
another tonmnatod by noA-rencwol of her tomporory contract; 3 othora have 
received reduced perfimnance ratings; 2 others have had grievances and 

. * psuinotions denied; and another has been demoted and told he was a 
security risk becauae of his testimony. They also claim that no RTC 
management has been disciplined or reprixnanded Ibr any of the actions 
(Hamiaied in teetuaony. In your teetimony, you eay you strongly support 
protection of whiatlel^wera. Are these actions consistent wi^ that 
position? 

2) Id your testimemy, you indicated that the RTC was woridng to 
in^Ument the recommendations made by the GAO regarding various 
operatlona and aotivitios of the RTC. Attached tor your rcforonce is a 
ttiiumuixy uf (he 68 opeu QAO reoummendaUuna iu Uie RTC, auuie 
dating back to nearly 4 years ago. Would you jdease provide to the 
Committee, and to the GAO, a status report of what the RTC is doing 
to respond to each of the outiitAiiding GAO racranmendstlona. 

3) In your February 10, 1994, letter to me, you stated that you had eatablished 
the ^Dallas Piefeeaional Liabiliiy Review Team" as a rendt of teetiniony 
tUs Committee received from AOr. Tom Rumaide in which he daimed that 
the RTC had made eflhrts to recover only a fraction of the prafesaioDal 
Uabffity looses it ooddreoaoiuddy have Justified. What can you tell ue 
about the Review Team's initial findingB? you rdooso thoir findings 
puhlidy? 

4) What is being done to review the allegutiofls of defidendes idenlified by 
RTC enplgyees? 

6) Do you fM that improvement is needed in the areas of internal oantrols and 

contractor oversight? 

6) What do you plan to do to ensure corrective actions are taken by the RTC? 

7) Does die RTC provide infbnnation to potential buyers that is suffidentty 
rsUabt# and ownideia to ooeourogv tMNU|KpUUv« biddUig for Ua ossuis? 


/ZJ7J 
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8) TImi last HTC resolution of a failed thrift was in oarly Deremher 15193. Why 
haven^ there been any resolutions sinee December? 

Your financial plan indicates you plan to resolve 43 of your current 63 
oonservatorshipo befbro the e^ of this quarter. Do you expect to moot that 
schedule? 

9) Are you aware of any significant differences in the asset disposition 
. strategies of the BTC and FDIC? What are the differences? 

10) In your view» has the Office of the I^pector General at the RTC met its 
statutory responsibilities to independently review RTC operations in an 
effert to detect ond prevent fiavid, waetOf obuao ond miemanagement in the 
thrift deanup? 


/ZS7*/ 
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AttachNMnt for Quostion #2 to 
Hr. Altiran 


STATUS OF OPEN GAO RECOMMENDATIONS TO RTC 
A* of February 23, 1994 


Prodoet 

uumbei/data 

^ 1 

lUle 

Number of open 
recommendations 

OGD>9S>7 
Oct 20. 1992 

RTC; Subcontraccor Caah Manafamenc 
Practices Isolate Polipy and Re&ce 

TnatoiwiA 

1 


RTC: Tlmdier Action Naaded to Locate 
bflselnff Asset Files 

2 


RTC: Additional Monitoiine of Basic 
Ordarini; Agreements Needed 

2 

GGD-9S-80 
Apr. 8, 1993 

BTC: Contrdt Over Asset VsluetioiiB Do 
Not Ensure Reasonable Estimates 

4 

QOD-93-116 

Jol.7,1993 

BTC: 1998 Washinsrton/Baltiinore 
Auctions Planned and Blanaged Poorly 

3 

GGJ>93-116 
JoL 23, 1998 

RTC: Loan Portfolio Pricmg and Sales 
Process Could Be Improved 

6 

GGD-93-127 
JoL 26, 1993 

RTC: Better Assurance Needed That 
Contractors Meet Fitness and Integrity 
Standards 

2 

OQD-93-139 
Sap. 27, 1993 

BTC: Data limitations Bnpared Analysis 
of Sales Meifaodg 

1 

GO)-04-6 
Oct SO, 1993 

BTC: Ovoniidit of SAMOA Property 
Management Contractors Needs 
Improvement 

2 

GGD-94-19 
Oet 88, 1993 

RTC: Status of Management Efforts To 
Control Costs 

4 

GUD-94^1 
Dec. 22. 1993 

RTC: Better Informstion Could Enhance 
Controls Over Loan Servicing Costs 

4 

GGD-94-62 
Dae. 28. 1993 

BTC: Insflbctive Managemant of 
HomePad Bank Euvironmantal Sarvicea 
Contesoting 

3 

GflD4M4l7 
Feb. 1, 1994 

RTC; Anatyiria of Selected Asset Selee 
nd Flnsn^ Data 

2 

GOD-93-2 
Oet. 7. 1009 

RTC: Asset Pooling and Mailcsting 

Preetiee* Add Milliono to Ooatreei Costa 

5 


/ZJ7S 
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Prnduefc 

numbti/dat* 

Tide 

Nunbar of open | 

tomirimnnHarifinfl 

GGD-92-137 
Sep. 29, 1992 

BTC: Affordable Multi&mily Housing 
Proeram Has Improved but More Can 
Be Done 

1 

T-OOD-92^ 
Auf. 11, 1992 

Bank end Thrift Failures: FDIC and 
RTC Could Do More to pursue 
Professional Liability Clainu 

2 

GOD-92-33BR 
Feb. 1, 1992 

RTC: Assossiiig Portfolio Sales Using 
Partidpatmg Cash Flow Mortgatea 

1 

OUU-92-7 
Oct 3l. 1991 

RTC: Eflketiveness of Auction Sales 
Should Be Demonstrated 

1 

T*IMTBC*9M 
Oct. 16, 1991 

RTC: Automation Efforts Naad 
Management Attention 

2 

GOD-91-121 
Ang. 1991 

RTC: Progress Under Way in Minority 
and Women Outreadi Program for 
Outside Counsel 

1 1 

T •AFMD-90-15 
Apr. 6. 1990 

RTC: Billions More and Additional 
Beferms Needed 

1 

GGD-92-14SR 

Nov. 1, 1991 

RTC: Proposed Tax Credit Would Add 
GovemmenFs Cost of SelKng RTC 

Assets 

1 

IMTBC-92-88 
Mar. 9, 1992 

BTC: CorpOi'ate Strategy Needed to 
Improve Wonnatioa Management 

4 

AIMD-93-60 
1 Sep. 28. 1998 

Financial Audit: Resolution Trust 
Corporation’s Internal Controls at 
December 31. 1992 

3 

GGD-93-106 

Jun.28,1998 

Thrift Failures: Actions Needed to 
Stabilize BTC’s Professional Liability 
Program 

3 

GOD-92-138 
Sep. 29, 1992 

BTCt More Artinnii NmiHmI to Improve 
Sinid^Family Affordable Housing 
Program 

1 

GOD-08-184BR 
Sep. 24. 1992 

RTC: Survey Reeulta on RTC*i 
Communicationa and Marketing Efforts 

1 

i 


2 
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Product 

nttubv/dato 

Titla 

Nttmbar of open 

waiMMiimdwwIiitjninf 

OGIV9047 
May 26, 1990 

BTC: Batter Coatrola Naadod Ovar 
Paraiture, Fizturaa and Equipmant 


GOD>a2^7 
Mar. 5. 1992 

RTC: TvrQmr AcUumi NvwImI tu 
Implemtnt Contracting Maxiagoment 
Utiativai 

a 

GOO-9M36 
atp. 16. 1991 

BTC: A Mora Klaiibla ContnctiiifOat 
I^orla Naadad 

1 


3 

/-2J77 
















4918 


(ntoiMfiH. Ano<« 


H0Mrtl:9MMOfQAO 
ftaoommMidnlofM to HTC^ M of 
PtoriiMya2.10M 



Opon (ooHon not roc9on«K>«) 

Non; NumtoretroanwnandtoOAf • 1 19 
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QoMtlou^te iMd 

Wwom SoMtec John Koaey 


VtOfMSiflBBl lilabill^ 8 « Ct lO D XSfRIM 

1) I liav* had eentlanlng eoBoaxns about tho effactivaaaaa of 
llXC'o Invmtlgation oad psoMeatioa of eu«M ufralMt saL 
wrongdotn fxoa 1992 ttaxough tha prosont, espaclally la Toxas. 
Tenx lottor to tho CoiBlttoo of FObcaazy 10, 1994 otatod that tho 
Vxofaaalonal Liability Ravloir loaa you aoat to oallaa following 
tho Sootabbor 29, 1993 hoarlng of thio Caoilttoo on tho nvc 
iatacvlaood owmt SO paoplo in Toxas and tiaahington DC in 
ootmoetioa with tho ooaeosna saiood daring tho hoarlng ahnat 

Taxaa pls caaos. Tour lattor atatad that thay had "pxovidad thalx 
initial fiadinn* to you. bloaao doaoxibo in dotail aueh initial 
fiadiaga, and ia your xaapoaaa, plaasa addraaa tha following . 

iaauaai 

(a) Sha ammm, titla, and loootien of onch poroon intoxTiowad 
and a auHHxy of aach of thaix stataaaata to tha raviow taaa; 

(b) A liat of all ooneaxna or pcoblan Idantifiad by auoh 
p ara o n a and aa to aach aucb concacn, atato tho followingi 

(i) na nnabar of paoplo that idantifiad aach concarn 
or pcoblaai 

(ii) dhathar TXaaauzy baliavoa that aueh a pcoblan or 
oonoaaw oniatod or atill oniata; 

(lii) Doaeriba with pactleolaci^ what eocxaetiva 
aociona hava baan or win ba takan with coapact to tha 
pc^lana or eonooxna. 

(o) Nhothar leaaauxy baliavoa that any eurcont S9C or PDXC 
■uagoc eontcibntad to tha pcoblan bocauaa of poor nanagan ant or 
for otbac raaaona, and if ao, what aotiana Vcaaanxy haa tahan to 
hold aueh paraona aooonntabla for thair acta or oadaalona. 

(2) Taxon aooonntad for ovac 41 pascant of all SOL losaaa 
nationally. Plaaaa doaeriba ia detail tha MC’a pxofaaaional 
liability afforta on failed TOzaa SlL'a and in your xoapenaa, 
addraaa tha following aa to aach failad 8iL in Tazaa that waa 
avar undoc RfC'a oeotceli 

locatio n and aiaa of tha 8aL and tha data it 

(b) Zdantify oaOh Pxofaaaional Liability r aeova r y with 
xmogmet to tho 88L and aa to aaeh auoh raeovary, identify tha 
followlagt 
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(1} the amount and date of recovery; 

(ii) the none of the defendant and tho type of claim; 

(e) The nunbec of adminiatratire aubpoenoa iasued by tho RTC 
in inveatlgating the SaL and, aa to each aubpoena, state the date 

of iaauance asid tho attorney that isauod the oubpoeno 

(d) Identify each Professional Ziiability lawsuit filed 
according to court, case or action number, defendant, date of 
filing, and status* 

(e) Identify each and every Professional Liability attorney 
and line investigator ever assigned to the 8SL and the dates of 

their responeibility. 

(f) Identify the date of any Prufessional Liability 
investigations that vere closed out by the rtc, the type or 
investigation closed out, and the reason for tlie close out. 

Please identify the percentage of recovery on 8ftL losses 
from failed SaLs in Texas by the RTC, and the percentage of 
recovery on 86L losses from failod saLs outside of Texas, so as 
to provide comparative recovery rates. In the event that there la 
a disparity between these recovery rates, please provide your 
best explanation for this difference. 

Recoveries from Contractors 

4. The GAO has rSpeatadly tastified that the RTC's handling 
of oontraotors invited waste, fraud, and abuse. These conclusions 
were reiterated by the whistleblowers who testified before the 
Committee on September 23, 1993, and to some extent, by the RTC's 
IG. Please identify the total amount of contracts that RTC has 
entered into to date. 

5. Please identify the total amount of recoveries that RTC 
has secured from contractors who have violated RTC rules, failed 
to perform servioee, or otherwise not met the tarns of their 
contracts with the RTC. Please include in your answer: 

(a) all RTC contractors from whom the RTC has sacurad 
recoveries I 

(b) the date and amount RTC paid eaoh contractor i 

(o) the date and amount of each recovery; 

(d) the reason for each recovery* 

Retaliation Against ISiistleb lo wa r s 

S. Many of the RTC whistleblowers who testified hare last 
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Saptaabttr about problams at tha Agencyi have since adviaed ua 
that they have einoa suffered retaliation. These iaolude Bruce 
Pederson# Jackie Taylor, Debbie Sherrill, Hans Mengledorf, Sandra 
Chrisman, and Miohaol Koosola. At tho Hearing you specified the 
steps you undertook to insure that the whistleblowers would not 

euffer wetaliatien ao a roeult of thoiv testimony. In pvaotice, 

how effective have those steps proven to be? What additional 
steps Blight bo taken? Do you bolicvo tho BTC has been generally 
effective in protecting whistleblowers? Please include in your 
aaowor any faoto roliod upon by you In responding to this 

queetion. 

Beeponding to Diecriainatlan, Haraseaent, Bthical and Personnel 

Vio2ati.oAs 

7» BTC whistleblowers who testified on Septenber 23, 1993 
described a pervasive environment of discriznination, harassment, 
ethical and personnel violationa by RTC aanagera at BTC regional 
offices in California, Colorado, Dallas, and Atlanta. 

Please provide a list of EBOC complaints filed against BTC 
Buuiagers, including tlie date each such action was filed, the site 

of each office Involved in each such action, a summary of the 
allegations in each such action, the position of each person 
cited in each such action, the outcome or status or each such 
action, and in each case in which an RTC employee was found to 
have engaged in discrimination, the sanctions, if any, imposed on 
that employee by the rtC. 

HSC end roxc Pzofeeeional idLability U.t±gatlon 

Hews reports indicate that several recent federal court 
decieione pertaining to state doctrines of adverse domination 
jeopardise a significant portion of RTC and fdic protesslonai 
liability litigation. The decisions include FDIC v. Cocte, WL 
409547 (4th Cir. Oct 15, 1993), FDIC v. Dawson No. 92-2460 (5th 
Cir October 21, 1993), RTC v. Bveidiart, BLLR Dec. 10, 1993, and 
FDIC V. Allison (DC UTemas, No. 4-93-CV-59, January 24, 1994). 
there are reports that these decieione will adversely affect 
forty to fifty percent of the FDZC's and RTC's existing PLS 
caseload. Pleaee provide the Comsilttee an analysis of the effect 
these and related decisione may have on RTC professional 
liability litigation, in particular, litigation in the states of 
Texas and Virginia. The analysis should include the percentage of 
existing cases, the percentage of existing potential recoveries, 
and the dollar amount of existing potential recoveriea placed in 
jeopardy. 
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Swiator Alfonae D’ Amato 
Quaationa tor RTC Ovarsight Board Haaring 
Fabruary 24, 1994 

Quaattona ter Mr. Altman; 

The RTC haa made only aparing uaa of public auetiona 
and appaara to have uaad tha aarvieaa of a IlmHad numbara 
of auction oompaniao. 

♦ What la tha RTC’a axparlanca with auetiona to data? 
Should tha RTC uaa moia auetiona and alao uaa more 
auetlon eempanlaa, particularly amallar firma? 

Quaationa ter Mr. Heva; 

Lika tha RTC, FDIC haa not uaad tha open auction 
method of diapoeing of assets to a grsat extent and when it 


/zsti- 



hM uMd auctions, tha agency has used only large 

companies. 

I %vant to bring to your attention a situation that 
happened earlier this month in Long Island. FDIC 
rsiucuinay agreed to hoid a pubiic auction of a roraciosed 
condominium in Nassau County. The agency was trying to 
sell the property for $45 million. I am told that the FDIC was 
prepared to hold a sealed bid sale if the auction did not get 
close to $45 million. Well It took only sbc minutes for tha 
auction to sell the property for $58.2 million. 

♦ What is the FDIC'e experienee with auctions to date? 

♦ Should the FDIC use more actions and auction 

companies, parHcularly smaller firms? 
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OOMMrmS ON banking, housing, and urban affairs 

SEMI-ANNUAL REPORT OF THE RTC THRIFT PROTECTION BOARD 

FEBRUARY 24, 1994 

rr^ClL/: 

QUBSIIONs'vBbWiATOR bond - FOR THE RECORD 

ISSUBS RELATED TO CRIMINAL REFERRALS 
AND FRAUDULENT ACTIVITIES 

1. FDIC and RTC PMeadiiNS. Mr. Altman, 7%a FDiC and RTC hava a alatMl duty tn 
aadt icodtvacthip and conaatvatonhlp and to tha tajqwyeia to nuudmizc itoovtiits from 
any vlaUo aouroe. Including dlractun and uffiuna, aceounlanis, lagal oounael, appraiaeca, 
and taiuiincapoMdea covering thdrpiq liMl onal conduct Aslundar»tandit,bolhdia 
FDIC and RIC conduct an invasU^tion into avarv inatitutkm in its caseload u 
deteranine potmHsI dvil iwctNwriea and whettiar criminal conduct contributed to a 
failure. Moreovar, an investigator will conduct a preliminary review of financial rcoorda, 
and then will submit a poat-oosing report witiiin 90-daya of tiw failure of the inttitutioA 
The purpose of die report is to dctonnlna t^iidi potan^ daims can be terminated and 
wMoi merit fuidier investigative resouioec. if termination is recommended, written 
teaions for the tarmbietUmmiiet be given and qmroved. If a recommendation to sue 
is made, die investigator must prepare an *autiiority to sue* memorandum. Areferral 
is then anade to rriavant agency, auch as the US. Attorney for die Dopartaacnt of Justice. 

Was dila dw prooedine followed by the KlC with regard to Madison Guaranty? 


Are dwse tcfanela maintained as lecotd e at dw RTCt Jf so, wiU you authorize 
dwreleassofdwseineiiionnduaistodilsCoimnittBe? What records will you provide 
to dlls Committse and under what dmunstances? I would like you to provide a legal 
opinion for the lecord describing fully the jurisdiction of the Committee with regard to 
RlCfeooids, auch ea criminal leteiab? Foe example, ere then special waivers available 
far die eemndllae of ju ri adic t ie n ? Aloe, hew do dw right* of Am ptlvata eitiMn differ 
from dtoeesfdwooiniriitlaste purposes of leviewifigdocumenli? How could release 
of the ctlmliwl referralepiepidiee an ongoing Inveattgeilon? Dose dw White House or 
eiy employees of the White Houee or dwOmtens have c^ies of the oiininal referrals? 
If so, how wen dwse letanls obtained? 

2. RTCeRdalioashtpwlthtlicDepailiRentofJoNiee. hfr. Altman, I understand that 
mglooal RTC ofllcn otlgliUNi and lator llw 'audairtty lu sue* uanuuranUuui lo, in 
gerwnl, US Attorneys working fee the D^ertmcnt of Juitioe. I aaeunw that specific 
Justice attorneys work dwcaalker in eoi^unetion with dw ETC eHnmeys on particular 
cases. Naverihriasa^ dw Madison case rwiulied in 2 aaparata rafisttals. Assuming that 
dw RTC and jusdea woric toB*^ doMlF 90 hottr did 2 refsitals come about 
In dw hfadiMn case? 
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How common is it for RFC headquarters staff in Washington to review and make 
a determination on a lateral? 

What is the RTC's ptooedtire on leterals when a prominent public figure is 
mentioned in a tcteml? Docs the procedure difte from odwr retersls? Has the 
Madison Guaranty retetal been handled difteently from ofiterreterals? In what way? 

Who is the White House liaison on the Madison Guaranty issues? Has this liaison 
or any other White House staff made any special requests concerning ttw Madison 
Guaranty probe? 

3. Other RTC ReferiSl Issues. Mr. Altman. It appears dwl the first criminal referral in 
the Madison Guaranty probe was initiated in the fall of 1992. A ppai enfiy without any 
discussion wifit Justice concerning the first criminal reteral, the RTC then sent another 
team of investigaton to Litds Ro^ in January of 199A to moK fully examine the issues 
surrounding htedison Guaranty. By October, 1999, toe RTC had drafted an expai^cd 
teteraL 

Is fids normally how referrals are handled? lamparticulariy troubled by the fact 
tost it took over a year for the RTC to receive a official teqxmse on the initial criminal 
reteraL Also, is it nonnal RTC practice to send additkmal investigators for fuitha 
Investigation on a matter be f ore hearing file status of the first referral? In particular, 
were there spedal factors which warranted an additional investigation? If so, what were 
these fadtns? 

I am also interested in getting a timffine aitd explanation of an crimitul referrals 
and related responae a and memotanduma in five Madiaon Guaranty probe. By this I 
meatv I would like file dates of all referrals and responses to these referrals, including 
the names of all Justloe and KIC employees involved. If these Issues are considered 
confidoitial, how so? Also, how could release of fids information pre|udioe an ongoing 
investigation? ^ 

4 Jnaficc Memo - Gdmiiud Investigafion Unwamiitcd. Mr. Altman, a March 19, 1993 
memo from the erlminel diviskm tff Justice sppaienfiy concluded that the initial RTC 
crimiiud referral on the Madiaon Guaranty probe 'did not appear to warrant initiation 
^ aiodnal invesfigatioa” How was this decision made in terms of fits dedsionmaking 
procedure and the underlyir^ legal theory? Who is tetponsible for communicating thme 
^tedsions? 

9L Docament Inventory. Mr Altman. I would like a complete copy of the current 
inventory of all documents relevant to five Madison Guaranty and Whitewater probe. 
IwouldalsoUkaaUatof aUprlordoeiinieiitinventoriaaand dates of thasa inventories. 
I would also like a list of where all documents were obtained from and when? This 
Infonnatlon may be piuviilecl confidentially to the eoaunitlee. If you refuse to provide 

2 
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tiiif infonnatloiV I would like e legal opinion on how the rdeaee of this in wi wuo ry could 
prejudice an ongoing investigation7 


3 
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Sb'vo^'BoTu^ 


QUESTIONS FOR RTC ACTING DIRECTOR ALTMAN: 


Another area of concern is the seeming lack of coordination between 
the RTC and the Department of Justice. 

~ In March of 1982, the New Y ork Times reports on the 

Whitawater/Madison situation with allegations of sweetheart deals 
In return for lenient regulatory treatment, and the issue suddenly 
became part of the 1992 Presidential campaign. RTC then sands a 
new team of investigators to Arkansas to look more closely at 
connections to local politicians. 

Is this an accurate portayal of the reason/reasons that the RTC 
became involved again in the Madison case? If not, what did occur? Who 
made the daeisien to begin investigation of Madison? Did the RTC regional 
office notify the nationat office, or the Department of Justice that they 
were opening a potential case against Madison? If so who was informed? 


** In September 1992 regional RTC forwards a criminal complaint 
dealing with Madison Guranty to the Depart of Justice. According to 
press reports the local federal attorney in Little Rock is concerned 
that because Bill Clinton is induded in the referral, that the 
deoisien to pursue the ease should be made in Washington. Ho sends 
an urgent letter on October 7, 1992 asking for assistance. 

Are the press reports accurate? Please provide a copy of that 
letter for the record. 


~ Then Attorney General Barr is apparently concerned that pursuing 
the ease one month before the eleotlon will look as if the Justice 
Department was being politicized, and so sends the referral to 
career people with OOJ with instructions that it be treated no 
different than any other referral. 
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Is this the RTC's understanding of events? If not, what Is your 

understanding? 


•* March of 1993 the OOJ reports their recommendation that no action 
IS ‘Warranted*, referral and recommendation then torwarded to the 
new Federal attorney in Little Rock Paula Casey. 

Meanwhile, the RTC has decided to send Investigators back to Little 
Rock tn Jan of 1993, and they begin working on second, broader 
referral. 

Is this description of the chronology correct? If not. whet did 
occur? 


~ In September of 1993 the KC regional office of the RTC, now again 
concerned that their referral will mention the President’s name ~ 
not to accuse him of any epecifie crime, but noting he may have 
benefited from crimes that had been committed, asks the national 
office for assistance in determining whether the President's name 
is to be pad of the referral. 

Mr Altman has testified that he knew nothing of this request. Who in 
the National oflioo was aware of the request, and who then made the 
decision to not Inform the acting director of the RTC of the 
request.? 


•* The new referral is sent to DOJ, and arrives in Little Rock a shod 
time before Little Rock federal prosecutor Paula Casey finally 
makes a decision on the original RTC referral ~ saying she 
"concurs” thst no further action is "warranted*. But she doesn’t 

act on the second referral. 

is this accurate? Specifically note for the record when the second 
(Oct 1993) referral was senL to whom, and when it was received. 


/ZSSS^ 
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In addtion, please help the Committae understand: 

•Was there any communication from the field or reoional office re. 
status of the first (Sept 92') referral? OKI they ask the national 
office for assistance in moving the process along? If so who asked 
whom? What was Washington s response? if posstoia, please 
provide eopiee of all eorreapondanee relating to moving tha raferral 
along. 

•Did Washington follow up by comaetlng the Department of 
Justice? If so, who contacted who? What was the response, and 
who was it from? Again please provide any correspondence 
pertaining to this issue. 

•Did RTC officials contact the Little Rock attorney's office to check 
on the status of the referral? If so who made the contacts and 
when? And what was the response? And who was It from ? Again 
please provide any correspondence pertaining to this issue. 

•What Is the standard operating procedure when the field seeks 
answers on referrals? Is it SOP that the RTC would not hoar for a 
year the status of their referral? Is It SOP that while waiting, the 
RTC field office would send additional investigators to continue 
digging - and then send up an expanded referral, even before hearing 
on the first? 

•Specifically, who decided to send RTC investigators back to Little 
ftock in January of 18S3? Was Washington informed? Did loeal or 

regional office ask permission to proceed, given that no anwers had 
been forthcoming from Justice on the first relerrai? Was Justice 
Informed of this action? If so, who was informed and when? 

Again pleass provide any correspondence pertaining to this Issue. 

•What was the reason for the dectsion to send personnel back to 
Little Rock in January 1993? What happened between September 
1882 when the RTC sent up Its criminal referral, and January when 
they sent investigators back to Little Rock? 

•Was the RTC — either local, regional or D.C. Informed of the March 
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19. 1993 rrwmo by DOJ that RTC referral ^Ijid not appear to warrant 
initiation of criminal action'? Why not? Who is responsfele for 
communicating these decisions? 

•When the second stronger, broader referral was sent up in October 
ot 1993, did the HIU mam a specific push to Justice saying we neve 
mere information, please make a decision? Was the RTC informed 
that the decision was at that poim resting in the hands of the Little 
Rock federal prosecutor? Old they send the referral directly there, 
or a copy directly there, knowing of the delays of the past? 


/Z390 
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COMMIITES ON BANKlNa HOUSING, AND UBBAN AFPAIBS 

SEBU-ANNUAL REPORT OF THE BTC TIiniPT PROTECTION BOARD 

FEBRUARY 24, 1M4 

QUB8TION8 FOB SENATOR BOND ij , 

BTC AFFORDABLE HOUSlNa PROGRAM - VKr r\\T^O- 


1< HOLDDiO PERIOD. What in the hniHiiy period bofore aalc of muirnimiiy 
hooaiiic ia die STC Affhrdahla Honaiiif ProsramT Wbat ia the por day coat to the 
BTC (br thia holdiiig period? 

2. APPRAISED VALUE. What peroentoftheappraiaed value doea the STC receive 
oiUBiiltifluBliyhouaiafia the ASbrdableHooaUig Program? Howlathlodetenuiucd? 
Hew mseot are the appraiaala and how are die appridBab eooducted? 

& PUBCIIASB MONET MORTGAGES. How many wngle family and 
pnpertiaa in the AffardaUe Houaing program are apU with pordiaM money 
mortgafed? Whet per ee Bt ageaftheproperttealndieAiBmlaMeHeiMiiig p cog am are 
aold with pureheae money mortgaged? What ia the rate t£ dafhult for tbeee 
properdda? What atepa doaa the STC take to avoid deteilt? 

4. STATUS OF CONSOUDAnON WITH FDIC ABVORDiABLB HOUSING 
raOCUABL What ia the atatuaflfthe conadHdadenofthe STC and FDIOAgbrdahlc 
Rooeiag ptegrama. WhaA are the mitataaAag iaaued? 

8. HUD DBHtDraiHAIION. Thera ia a propoeal to tcanate 60, HUD-owned 
anltUiuiily hoodng pnpectiea to the BTC fiir aale to determine the efldettveneaa of 
uaing ra nt raa ltlcUona to low-inooiiw ute aa o pp eeed to aedion 8 de^ aabeidiea?. 
Ooea the STC auppoct thia pcopoaal atawe it ia aehedulad to ge out of bcDiliaiir«t tho 
ondofl926? WoddthUpropmintertoa with the ability of the STC to manage 

end eell He ewa eghrdehle heeeing i nv en to r j ff 

RTC MANAGEMENT CAFAO^ 

1. BTC MANAGEMENT CAPACITY. What atepahaa the STC taken to improve 
ita mana g em mt oi^iacto with regard to tha ragidremaata of tba STC CoaqileUon 
Act? 
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RJC 


RESOLUTION TRUST CORPORATION 

Resolving The Crisis 
Restoring The Confidence 


February 24, 1994 

PST]^^ X HA.VS TMMMML TER ORZGIHIL^ DOCOMEMT AND PULLED OUT ALL THE 
QUE^Cm NOT RELATED TO KADISON. • . 

MEMORANDUM TO: Jack Ryan 

Deputy CEO 

MEMORANDUM FROM: Peter Knight 

Director 

Office of Governmental Relations 

SUBJECT: Senate Oversight Board Hearing 

February 24, 1994 

We have completed a review of the transcript from the Senate Banking 
Committee hearing last Thursday. Below are excerpts from the 
transcript that include all of the questions asked directly to Mr. 
Altman and the replies Mr. Altman gave. Questions that warrant 
further follow up are bolded and assigned to the proper area for 
response . 

We expect to receive additional written questions from the Senate 
Banking Committee by the middle of next week. OGR will coordinate 
the assignments of the responses to those questions at that time. 


Senator Bond 

Pg. 109 In 3-10 

"Mr. Altman, are there special measures taken in the resolution of 
a failed thrift when you find it to be affiliated with a high 
profile individual? Someone in government, for example? 

Mr. Altman. The procedures. Senator, which the RTC follows are 
intended to be identical in each case; and they certainly have been 
identical in the case discussed this morning." 


Senator Bond 

Pg. 109 In 11-21 

"After you discovered that the President of the United State's name 
might be mentioned in a criminal referral being made by your agency, 
did you take any steps to ensure that documents created in the case 
were protected and preserved? 

Mr. Altman. When the possibility of a criminal referral was brought 
to me, I took one step. That was to instruct all of the relevant 
RTC personnel to handle any judgements about criminal referral in 
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the same exact fashion that they would be handled in any other PLS 
matter with no deviation whatsoever. As far as documents are 
concerned, the same thing." 


Senator Bond 

Pg. 109 In 24 - Pg. 110 In 1 

"You instructed them to handle the documents in the same way? 
Mr. Altman. That is correct." 


Senator Bond 

Pg. 110 In 17-23 

"Can you assure the Committee that no one has issued any 
instructions to you or your agency to retrieve, relocate, destroy, 
or tamper with any documents dealing with Madison, its affiliated 
enterprises, directors, owners, or business partners? 

Mr. Altman. I have no knowledge whatsoever of any such effort." 


Senator Bond 

Pg. 110 In 24 - Pg. Ill In 8 

"Has anyone in your agency, specifically the Department of Records 
Management, indicated to you there are any missing documents? Or 
has anybody discovered any files missing or unaccounted for? 

Mr. Altman. No 

Senator Bond. You are absolutely sure? 

Mr. Altman. No. Your question was: Has anybody indicated to me. 
Senator Bond. All right. 

Mr. Altman. The answer is 'no.'" 


Senator Bond assigned to Legal 
Pg. Ill In 9-19 

"Would you inquire of your Records Management Agency whether they 
have either (a) been given instructions about the handling of 
documents from somebody outside; or, if they have found any evidence 
of missing dociunents, or find that there are dociiments apparently 
missing, if you would inq[uire of that and advise us if you do find 
that there is such information? 

Mr. Altman. Yes" 


Senator Bond 

Pg. Ill In 20 - Pg. 112 In 4 

"Finally, will the RTC release copies of the initial September 1992 
referral to the Department of Justice, and copies of the second 
referral on October 1993? 

Mr. Altman. Senator, we are not in a position to release any 
documents that could have a negative impact on the investigation. 
I do not think you would want us to do that. Documents of that type 
that you are talking about fall into that category." 


Senator Bond 

Pg. 112 In 14 - Pg. 113 In 6 

Senator Bond. Mr. Altman, I know there are many aspects to it. 


f2S93 
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was just reading one of the stories appearing in Commentary which 
referred to those allegations. We do not know if they are true or 
not, but I would suggest that someone should make inquiry to 
ascertain whether there is any truth to the allegations and, if so, 
to take appropriate steps to recover such documents. Finally, where 
are the documents being kept? And have they been thoroughly 
catalogued? 

Mr. Altman. I can assure you that all proper procedures relative 
to safeguarding of documents are being followed. We also have a 
responsibility in regard to any case to obtain all the necessary 
materials for purposes of making a litigation decision. So any 
documents that the legal staff at the RTC believes would pertain, 
or would help it reach a conclusion on a litigation decision on this 
or any other matter, it makes a maximum effort to obtain. 


Senator Sarbanes 

Pg. 132 In 4-19 

"Do I understand that the cases to which they are making such 
reference were handled in the same way that all other cases were 
handled? In other words, according to regular procedures? 

Mr. Altman. Yes. 

Senator Sarbanes. And was anything unusual done in these cases? 
Or was the procedure that was followed consistent with what was 
followed in any cases where references were made? 

Mr. Altman. Senator, the instructions that I gave were that all 
procedures, normal procedures, should be followed in this manner 
without any deviation. 

Senator Sarbanes. And to the best of your knowledge, that is the 
case. Is that correct? 

Mr. Altman. Yes." 


Senator Gramm 

Pg. 154 In 13-16 

"What would be wrong with letting members of this committee that 
have oversight responsibility look at the records in this case, or 
any other case, where we have oversight responsibilities?" 


Mr. Altman 

Pg. 155 In 12-23 

"The RTC has been asked not to make information about criminal 
referrals in the Madison matter public. It is standard practice not 
to release information of that kind, or any other, which might 
compromise a criminal investigation. 

And of course we are cooperating with the independent counsel 
to try to assure that we do not release any information which would 
jeopardize his investigation. 

As I said earlier, I would think you would not want us to do 
that in order that that investigation should proceed as it should." 


Senator Domenlcl 
Pg. 161 In 8-13 

"Mr. Altman, I think you told Senator Bond that you would not make 
available any documents that 'would have a negative impact on the 
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legislation. ' " 

Mr. Altman: "No, I do not think so. I think I said that we would 
try not to release any documents that would have a prejudicial 
effect on the investigation.” 


Senator Domenici 

Pg. 161 In 22 - Pg. 162 In 5 

"Why can you not release all of these documents for this kind of 
hearing? ” 

Mr. Altman: "Senator, we have had- -or I am advised we have had a 
couple of conversations with Mr. Fiske, the Independent Counsel. 
He has asked us not to release any documents that could jeopardize 
his investigation. 

I do not know why you would want us to do that, to jeopardize 
his investigation." 


Senator Domenici 

Pg. 162 In 9 - Pg 163 In 14 

"But if the Special Prosecutor has no objection to the Committee 
being provided copies of documents, can the Committee then count on 
the RTC's full cooperation in providing them?" 

Mr. Altman: "You should direct that question to Mr. Fiske." 

Senator Domenici: "No. 

If he has no objection, then we count on you to release them?" 
Mr. Altman: "I think the answer is 'yes.'" 

Senator Domenici: "Does the RTC have an Inspector General?" 

Mr. Altman: "Yes, sir." 

Senator Domenici: "Has the Inspector General investigated the 

conflict of interest allegations regarding the Rose firm?" 

Mr. Altman: "I do not know the answer to that. I am nearly certain 
it is 'no,' because as you know it was not the RTC that ever had any 
retainer relationship or other relationship with the Rose firm." 
Senator Domenici: "...my question is: 

If the FDIC agreed to have its IG look into Madison, would there 
be any reason why you would not?" 

Mr. Altman: "I have no objection to the IG's looking into any matter 
that he sees fit to look into, or that he is requested on an 
official basis to look into. That is what he is there for." 


Senator D' Amato 

Pg. 169 In 10 - Pg. 170 In 25 

"Mr. Altman, I think you said that you and an official from Treasury 
sought Mr. Nussbaum? Is that correct?" 

Mr. Altman: "Yes, I did." 

Senator D' Amato: "Could you tell us why? 

In other words, I have difficulty understanding why it is you 
felt compelled to seek out the White House counsel." 

Mr. Altman: "Solely to ensure--" 

Senator D' Amato: "Solely to?" 

Mr. Altman: "Solely to be sure that he understood the legal and 

procedural framework within which the RTC was working. 

If you recall, as I said, at that time there was a February 28th 
date which was the subject of major attention in the Congress and 
in the press. It is not uncommon of meetings of that type to take 
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place. 

And I describe is as a "heads-up” and a very stiff 
conversation. " 

Senator D'Axaato: "A heads-up? In what connection would that heads- 
up be? Do you mean that the statute of limitations was running? 
Mr. Altman: "No, that they should be aware of the internal processes 
and the types of criteria which the RTC was going to be following 
in order to reach a decision by February 28th." 

Senator D'Amato: "Were any representatives of the President or Mrs. 
Clinton, were any legal counsel, which I think would be appropriate, 
speaking to the counsel for the RTC, or people handling nhis 
particular matter? 

I mean, was there any legal representation going on? 

Was this you just called them? 

Did they have any representatives any counsel who may have been 
meeting with staff people, or talking to staff people? 

Mr. Altman: "I was accompanied by our General Counsel, Treasury 

General Counsel . 

Mr. Nussbaum had his assistant with him. And Mr. Ickies and 
Margaret Williams were both at the--" 

Senator D'Amato: " Oh? Ickies is in it, huh?..." 


Senator Bond 

Pg. 182 In 11-14 

"Mr. Chairman, for the benefit of my friend from Massachusetts, I 
am going to submit a chronology and some questions for the record 
to the RTC to answer . " 


Senator Bond 

Pg. 182 In 23 - Pg. 189 In 2 

"When we last talked, Mr. Altman, you said that normal procedure 
would be for the RTC to seek out and acquire records wherever they 
were. 

Now if the RTC under your direction were requesting records from 
the First Lady as the White House, a rather high-profile event, 
would it not be customary for them to advise you that they were 
requesting records in the possession of the First Lady?" 

Mr. Altman: "Senator, I do not get involved in any substantive 

aspects of any PLS case, particularly or including documents that 
they may seek, so they have never brought that to my attention since 
I have been in this job and that goes right through to today." 
Senator Bond: "So you would not expect them to tell you?" 

Mr Altman: "No, I would not." 

Senator Bond: "I find that remarkable. 

In a normal criminal referral case, the RTC creates and retains 
an inventory of pertinent documents used to make the case. As I 
understand it, at least one version of the inventory has been 
provided to some Members of Congress. 

Could you furnish to this Committee the latest, most up-to-date 
inventory, and provide it for the hearing record along with the 
previous versions? Would you make that available?" 

Mr. Altman: "Well last evening we supplied the 6500 pages of 
information to Senator D'Amato' s office, as we had sometime earlier 
to Congressman Leach. " 

Senator Bond: "And is that the entire inventory? 
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Are those all the documents? 

What did you- -You give new challenge to Federal Express and 
Overnight Postal Service to get the delivery of such a substantial 
stack of documents at this particular time. It is a new standard 
for delivery in the package express." 

Mr. Altman; "Well, I have here a list of the documents." 

Senator Bond: "Is that the latest version?" 

Mr. Altman: "This is just a list of what the documents are. There 
are 6500 in total pages. This is a list of the documents we 
provided . " 

Senator Bond: "If you could make one available for the record, we 
would like to have it." 

Mr. Altman: "I would be delighted." 

Senator Bond: "We would appreciate it. 

(COMMITTEE INSERT) 

Senator Bond: "Next, when did you become aware of the RTC 

recommendations that further criminal prosecution be taken against 
Madison? " 

Mr. Altman: "Last fall. I was advised that the question of a 
referral to the Justice Department was under consideration at the 
RTC. And as other members of the RTC staff will attest, I said that 
normal procedures with no deviations whatsoever should be pursued, 
including chain of command procedures, in terms of reaching that 
conclusion. 

I might tell you that typically decisions like that are made at 
the Regional Office level, and it was in this case." 

Senator Bond: "Were you aware that the Regional Office had asked the 
National Office to make a determination as to whether the Clintons' 
name should be in the new expanded referral?" 

Mr. Altman: "No." 

Senator Bond: "You did riot know they were asking for the National 
Office to make a determination?" 

Mr. Altman: "No. I was simply informed that this issue was on the 
table, and my reaction was- -and I had only one conversation about 
it- -that normal procedure should by followed. That is the way we 
are going to handle this thing from beginning to end." 

Senator Bond: " How was the White House notified of the referral?" 
Mr. Altman: "They were not notified by the RTC, to the best of my 
knowledge . " 

Senator Bond: "Nobody in your agency, to your knowledge, advised the 
White House staff that this was going to be a major- -this could be 
a major source of concern?" 

Mr. Altman: "Not to my knowledge." 

Senator Bond: "Mrs. Ford, do you know if the White House was 

notified by the RTC?" 

Mrs. Ford: "No. We have had no involvement at the Oversight Board 
whatsoever. " 

Senator Bond: "When was the firm of Madison & Pillsbury put retainer 
by the RTC? 

Do you know? 

For how long, and at what cost?" 

Mr. Altman: "I do not know that. I am aware that that firm has been 
retained as outside counsel on this matter, but I am not aware of 
the date on which it was retained nor the retainer arrangements." 
Senator Bond: "Will they review the potential of suing the various 
law firms who represented Madison, or the Board of Directors?" 

Mr. Altman: "I do not know the answer to that question." 
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Senator Bond: "We would appreciate knowing that, if you could, 
later. And if there are other outside counsel or consultants hired 
in conjunction with the case, we would like to know that." 

(COMMITTEE INSERT) 

Senator Bond: "Finally, I am advised that the list you have there 
is just an -inventory of the documents provided to Senator D' Amato. 
It is not the complete inventory of the documents pertaining to 
Madison. 

If I am mistaken, or in either event we would appreciate 
receiving a copy of the inventory of the entire documents." 

Mr. Altman: "Well, Senator, I am not sure I fully understand your 
question. What we have released amounts to what we have been asked 
for, less any documents that in our judgement could prejudice the 
investigation . 

I told you earlier that we had had a couple of conversations--! 
have not had them- -I am advised that there were a couple of 
conversations with Mr. Fiske, with each side asking the other not 
to release information or take any other steps which would prejudice 
either side's investigation, and we are trying to adhere to that... 

Well any information I assure you that we have supplied to 
Congressman Leach or anyone elsewhere in the Congress we are 
delighted to supply to you or anyone else here that would like them. 


Senator Domenlci 

Pg. 190 In 14 - Pg. 192 In 8 

"Well, I guess what I am wondering is are we getting the right 
perspective of why you did this? 

Did you go there because you wanted them to know that clearly 
they might be asked to sign a tolling agreement? 

Or to know that the normal process was that the statute is going 
to toll and if there is reasonable grounds to suspect something, 
they might expect a lawsuit? 

Why else would you give them a heads-up?" 

Mr. Altman: "The difference between this and a matter like the one 
you referred to is I had been receiving--! had begun to receive a 
lot of inquiries, including in writing, from Congress as to what 
procedures the RTC was going to follow. 

I wanted to give them the same sense of those procedures that 
I was giving Members of Congress. I said to them nothing different 
than I have said to Members of Congress. 

Senator Domenlci: "Well I understand that, but I guess what I am 
getting at is there must have been reason for telling them that. 

Congress was just saying the statute is going to run, what are 
you going to do, so you went over there to tell them we are going 
to apply the same thing we do in any other case? 

That is the "heads-up" that you were giving them?" 

Mr. Altman: "That is right." 

Senator Domenlci: "Was it serious enough that you wanted them to 
know because there might be something that they would be confronted 
with that was untoward as you applied your rules like asking for a 
tolling agreement, or filing a lawsuit?" 

Mr. Altman: "Again, the essence of what we said was that the statute 
of limitations which then applied was scheduled to expire on 
February 28th, 1994. 

The RTC was going to make every effort to make a decision by 
that date. 
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It could fundamentally reach only one of two decisions: 

That there was the basis for a claim, or that there was not. 

If there was a basis for a claim, then we would either seek a 
tolling agreement to permit more discovery and more preparation, or 
we would file that claim in court." 


Senator Domenlci 

Pg. 193 In 17 - Pg. 194 In 14 

"My last observation would be that it is inconceivable to me, Mr. 
Altman, that you would really be concerned that people involved in 
the investigation, whomever they are, whether it be people in 
Arkansas, whether it be confidants of the President, or whomever, 
that they would not know that the statute of limitations was going 
to toll, and that that presented a situation that you had to advise 
somebody on . 

I just do not think anybody involved in this would not have 
known that . " 

Mr. Altxnan: "Well, Senator I also- -I would agree with you. I cannot 
say for sure. I cannot say what was in their minds. I doubt very 
much that they did not know about the statute of limitations." 
Senator Domenicl: "Right." 

Mr. Altman: "What I was saying was not that. What I was saying I 
did not know if they knew, and frankly my impression is, as a result 
of that meeting, they had not previously known what procedures the 
RTC would be following. 

By that I mean that you have to choose between- -you have to 
reach a conclusion as to whether there is a claim or there is not, 
and then what you have to do if you reach a conclusion that there 
is . " 
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•TJ^TiKia* or m waraitMLi oauiif a. umi 
znii or rorroRTzm oocimiiiTt^ 
iou>z«o> omuuuiTy Mvziiof mid lomi 
muter 34, i»*4 


1. Not** of Convorsatlon b*tv**n L. J*«n L*vi* and April Braslaw, 

Fabruary 2 , 1994. "(T)b* 'haad paopla', would Ilk* to b* abl* 

to say that Whitawatar did not cauaa a loss to Madison, but 
th* problaa Is that so far no on* has baan abl* to say that to 
thaa.* Daseribas lossas to Madison causad by Hhltswatar. 

2. Board of Oiraetors Mlnutas, Madison Financial Corporation. 
April 17. 19BS. "RBSOLVBO. that th* Corporation pra-pay to 
Jia MeOougal $30,000.00 of his annual bonus In recognition of 
th* profits of th* prior year and that said bonus is to b* 
paid directly to Nhitawatar Oavalopaant." 

3. Application for Ragistratlon of Fictitious Maa*. Applicant — 
Madison Financial. Fictitious Nan* — "Madison Marketing" 
(July 25. 1985). 

4. .Chronology of Crininal Invastigatlon. 

9. Latter of Saptaabar 1. 1992 fron L. Richard Zorio (RTC-KC) to 
Stav* Irons (FBZ) transaittlng crlainal rafarral. 

5. Latter of Saptaabar 1. 1992 fron L. Richard Zorio (RTC-KC) to 
Charles A. Banks (DOJ) transaittlng criainal rafarral. 

7. RTC Internal Maaorandua. May 3. 1993. Background ranarks and 

conversation with AUSA Bob Rodday's office ra: Madison 

Guaranty Savings rafarral. 

8. RTC Internal Maaorandua. May 19, 1993. Additional 

conversation with Office of Legal Counsel for O.S. Attorney 's, 

. O.S. Justice Dapartaant, Nashington, D.C. No record of 
Madison crlainal referral at Naahington DOJ. 

9. RTC-XC B'llail, Nay 19, 1993. Madison aattar forwarded to 
Omaa Hannaaaa In "Legal counsel." Rafarral subaittad to that 
offloa "because of the political raaificatlons and political 
aotivatlons." 

10. RTCHW BHIall, Nay 25, 1993. Follow-up call fr«i Donna 

Nannaaan (DOJ). RN advised by an FBZ agant in Littl* Rock 
that it was a "vary solid case of chock kiting, and wa* highly 
prosacutabla.” Hannanan was growing increasingly frustrated 
by th* situation, bacaus* sh* bad seen th* infomation. knew 
that it had con* in, and couldn't understand why sh* was 


^ Previously unraportad inforuation relating to the 
prosactttorial strategy of crininal rafarral* baa baan redacted. 
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having such a hard time tracking where the referral and 

exhibits had gone. 

11. RTC-KC E-Mail , June 8, 1993. Conversation with Donna Henneman 
(DOJ). Madison Referral has reappeared on her desk. Criminal 
Division has sent memo to Doug Frazier (in Depty Atty General 
Heyman's office) advising him that there was "no identifiable 
basis for recusal of the U.S. Attorney in the Eastern District 
of Arkansas.” Referral sent to Frazier for review and final 
decision. 

12. RTC-KC E-Mail, June 23, 1993. Conversation with Donna 

Henneman (DOJ). Package returned from Frazier. Frazier 

appointed U.S. Attorney in Florida. 

13. RTC-KC E-Mail, June 23, 1993. Further Conversation with Donna 
Henneman (DOJ) • Spoke with Doug Frazier. Decision made to 
return the referral back to the Arkansas U.S. Attorney. No 
basis for recusal. 

14. RTC-KC E-Mail, June 29, 1993. Source indicates Madison 

referral has been returned to Little Rock. Acting U.S. 
Attorney will not act on referral. It is being held until 
U.S. Attorney designee Paula Casey takes office. 

15. RTC-KC E-Mail, September 23, 1993. Conversation with Donna 

Henneman (DOJ). Washington DOJ would like to be copied on all 
future transmittal letters concerning Madison referrals with 
an additional one paragraph summary of the content of the 
referrals with the transmittal letters, so that Henneman will 
be aware of those with "sensitivity issues." 

16. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 

Henneman (DOJ) . DOJ would like copies of all future Madison 
referrals sent to Washington in addition to sending to U.S. 
Attorney in Little Rock. Henneman will confirm this in 

writing. 

17. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 
Henneman (DOJ). Washington DOJ withdrawing request for 
referrals to be sent directly to Washington, but would still 
like copies of transmittal letters with addendum summary 
paragraph. 

18. RTC-KC E-Mail, October 26, 1993. Conversation with FDic- 

Memphis concerning Exam Reports. 

19. RTC-KC E-Mail, October 27, 1993. Conversation with Donna 

Henneman (DOJ) • Inquiry on whether declination letter had 
arrived from Little Rock U.S. Attorney. 

• Letter of October 27, 1993 from Paula J. Casey (U.S. Attorney) 
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to L. Joan Lovio (RTC) • Doclination lottor on the Madison 
referral. 

21. Letter of Novenber 1, 1993 from L. Jean Levis (RTC) to Paula 
J. Casey (U.S. Attorney). Confimation of declination letter 
and the stipulation fron October 27th letter that the matter 
was concluded prior to the beginning of Paula Casey's tenure 
and that the RTC had never been advised of such result. 
Chronology of correspondence between RTC and DOJ. 

22. RTC*KC E-Mail, Hovember 10, 1993. Notice of new RTC lead 
investigator on Madison. L. Jean Levis removed as lead 
investigator. "The Powers That Be have decided that I'm 
better off out of the line of fire ..." 

23. RTC-XC E-Mail, November 15, 1993. Transmittal of white paper 
outlining chronology of events related to 1992 Madison 
referral. Challenges news article indicating that decision to 
decline Madison referral had been prior to Paula Casey's 
appointment. 

24. RTC-KC E-Mail, November 15, 1993. Discussion of meeting with 
Donald MacKay. "He's coning here to evaluate us, our work, 
and to try and decide just how good this case is, and how he 
can best deal with a very sensitive political situation." 

25. Letter of December 21, 1993 from Michael Caron (RTC) to Bill 
Houston (PDXC-Memphis) . Seeking information on banks involved 
in loan swapping. 

26. RTC-KC E-Mail with attachment, January 6, 1994. Discussion of 
contact with reporter. 

27. RTC Memorandum of January 14, 1994 from Jack Ryan to RTC vice 
Presidents and Assistant Vice Presidents. Requirement that 
the collection and distribution of all information and 
material responsive to requests concerning Madison be 
coordinated through RTC-Mashington. 

28. RTC-KC E-Mail, January 25, 1994. Establishment of Madison 

review team. 

29. RTC-KC l-4lail, Pebruary 7, 1994. Conversation with Litt^ie 
Rock O.S. Attorney's office. "(H) e'd spoken to Jeff Gerrish 
recently, and that Gerrish was 'absolutely astounded' that 
nothing more was ever done criminally with Madison, beyond the 
Castle Grande transaction. 

30. RTC-KC E-Mail, January 5, 1994. RTC Washington review of 
Madison investigators. Response memo from supervisor stating, 
"PYX. This is way out of line. X have already contacted woe 
and filed a formal complaint." 

3 
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31. IMtmr of Octobor 10, 1983 from C.J. Giroir, Jr. (Rose) to 
James B« McDougal. Pursuant to discussion with Hillary 
Clinton enclosing a billing for Madison Bank 8 Trust dated 
December 23, 1981. 

32. Memorandum to Governor Bill Clinton from Jim McDougal, 
February 7, 1985. "Kathy called yesterday to ask for ay 
recommendations for two people to fill the vacancies on the 
State Savings and Loan Board. ... Bill, ve are down to only 
about 15 state-chartered savings and loan institutions and I 
am about the only one around who has any interest in this 
board." 

33. Letter of December 12, 1984 from James B. McDougal (Whitewater 
Development Co.)^ to Ron Proctor (Citizens Bank) . "I have been 
unsuccessful in trying to meet with Bill and Hillary to sign 
the vote renewal. X have forwarded to them by messenger this 
morning the note and an envelope with which to forward it to 
you. Each month we will deposit into our account at Flippin 
an amount sufficient to cover the monthly payment.” 

34. Memorandum to John Latham from Jim Mcdougal, April 18, 1985. 
”I want this preferred stock matter Cleared up immediately as 
I need to go to Washington to sell stock.” 

35. Memorandum to John Lathan from Jim NcDougal, February 19, 
1985. "Proceed with your idea on the subordinated notes. We 
need to make a decision an Madison Bank 8 Trust.” 

36. Memorandum to John from Jim, January 7, 1985. "You, Greg, and 
I need to discuss Securities License. First South has one on 
by its Service Corporation.” 

37. Memorandum to John Lathan from Jim McDougal, July 11, 1985. 
"I need to know everything you have pending before the 
Securities Commission as 1 intend to get with Hillary Clinton 
within the next few days.” 


4 
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Notat froa tl»« eonvataat ion bocwoan RTC Sonior Criminal lnv#«ioatBP t t... 

It • colatad invootiqationo. Sho taid that ovontually ’this orouD* is 
90 in 9 to hawo to mako a statsmont about whothor or net Whltswator eauaod 
a loss to Madison, but the fact that whitsuator had no loan at Madison 
pcevidsd lass petantial for a leaa. April statad vary elaarly that Ryan 
and Xulka (»), tha ’haad paopla*. would Ukm to ^ abla to say that 
Hhitawatar did not causa a leaa to Madison, but tho preblaa Is that so far 
no eno has boon abla to say that to than. Sha fait Ilka thay wantad to ba 
abla to provido an ‘honost answer’, but that thara wara certain answara 
that they would ba 'happier about, bacauaa it would gat Mint off tha 
hooka * 


April fait that It would have bean difficult to datamina asactly what 
happened with tha Hhitawatar account, because so aany chocks had oeno in 
and out of tho account, and made a refarenea to tho and rasultino nattino 
itself out. SIM asked about Gre^ Yound's work papers on tha Maple Creak 
rams reserve for devalepnent analysis, and hew it didn't seen to hava anv 
apparent tie to Whitewater. I concurred that it didn't hava anv 
leditiaataly defined tie, which is precisely why it was included in the 
roforrale 


Sho inquirod about tho $30*000 chock to Jia McOougol froa Whittwator in 
5 /8S* and about tho dia^txt ion of tho fundOe z oxplainod tho transaction 
at I knoo iti tho $30*000 had boon convortod to a HGSOL eaohior't chock, 
which waa •ubaoquontly ondorsod by dopooitod to klqqa 
Mationai Bank* Z oxplainod that whon tho chock woo force paid* t^o 
Whitowator account was overdrawn by over $30*000 which wao t.*ian 
aubaoquontly covered by tho payment of a $30*000 bonus froa MPC to Jia 
MeOouqal* deposited directly to Whitewater on McOouqal's orders* 

Sho asked how wo could oot to a clear cut answer as to whether or r.ot 
Whitewater caused a loss to Madison. Z stated that* as far as Z am 
concerned* there is a clear cut loss. Z also stated that any attempt to 
extract Whitewater as one entity from the rest of the NcOouoal controlled 
entities involved in the alleged check kite will distort the entire 
picture. X further pointed out that Z would produce the answers that were 
available* but that Z would not facilitate providinq *the people at the 
top- with the -politically correct answers )ust to qet them off the hooxv 

She. asked questions about the specifics of the checks qoine threuoh the 
Whitewater account. X stated that it appeared that the majority of the 
checks written out of the Whitewater account during the window time fraee 
were going to other financial institutions to make lean payments. Z also 
said that the referral focused only on a short time framop but that if 
that same research were conducted for a two year period* it %fas my belief 
that the iosM to Madieon from the Whitewater account alone would eaeily 
exceed SlOOpOOO* given that $70*000 had gene out of the account during the 
sis month window time frame. Z further added that the end loss result from 
the entire scam* using all 12 companies/entities* would be hundreds of 
thousands of dollars in what were essentially unauthorised leans. 

Z stated that if she wanted me to tell her* unequivocally* that Whitewater 
didn't cause a less* Z could not do that. I could only reiterate the 
allegatiene contained in the referral* which are based on fact* and that 
it is my opinion and belief that Whitewater did* in fact* cause a less to 
Madison because of the amount of the unauthorised loans that NcOougai 
made* through the check kite* to entities in which he was a primary party 
and beneficiary. X also pointed out that this ultimately benefited hia 
business partners - the sane business partners that knew they had raai 
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tttatt vtnturtt chat w«rt not C4th flowing, but that also knew their 
moctgaqtt and/or notes were semehow being paid. I pointed out that these 
buiinese partners are intelligent individuals, the majority of them being 
attorneys^ who must have concluded that McOougal was making the payments 
for their benefit. X posed the question to her, if you know that your 
mortgages are being paid, but you aren't putting money into the venture, 
and yoe also know the venture isn't cash flowing, wouldn't you question 
the source of the funds being used to your benefit? would you just assume 
that your partner was making these multi-thousand dollar payments out of 
the goodness of his heart? wouldn't you wonder even more if you knew that 
your business partner's main source of income, an sftl, was in serious 
financial difficulty, which by 198S wae fairly coswon knowledge? 

We discussed the initiation of the MGSL investigation, and how evidence of 
the cheek kite came to light. I explained that after reviewing a series 
of cheeks, all of which noted "loan* in the memo field, I discerned a 
patters that looked like a check kite, and proceeded to trace funds 
through the various accounts, which is a standard investigations 
procedures. The end result was the referral alleging a massive cheek 
kite. X also advised April that X had been told by both the U.S. 
Attorney's office (Mae Dodson), and the FBX (Steve Irons) that this was a 
highly prosecutable ease of cheek kiting. X also told her that X disputed 
the declination of that referral on the basis of "insufficient 
information*. She commented that "that's what Grand Juriss are for", and 
X pointed out that it generally seemed to be the policy of the U.S. 
Attorney to agree to open, a case before they would start Grand Jury 
proceedings. X also noted that X found the treatment of that particular 
referral by the Justice Department to be highly unusual. This concluded 
our discussion. 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


Th€ Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.n. at the offices of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 

The first order of business, introduced by John Latham, 
was the matter of authorizing' prepayment of Jim 
McDougal's bonus. After a full discussion, the 
following resolution «as unanimously adopted, with Jim 
McOougal abstaining from the voting: 

"RESOLVED, that the Corporation pre-pay to Jim 
McOougal 130,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 

There being no further business, the meeting was 
adjourned. ^ 
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State of Arkansas 

OFFICE OF THE SECRETARY OF 
..... 

APPUCATION FOR REGISTRATION OF 
FICTITIOUS NAME 


STATE 

FILED 

JU13’»K 


Tk W.i. McCum 
S tcrtiary of Sloit 
Sialo CapHof 

Utllo Aock. Arkansas 7»0I I0I4 


W. JL «8IU- McCUEN 

SCCiCTAM or IfATC 


Pursuant to the provisions of Stciton 9S of le Arkansas Businoss Corporation Act. (Act 576 of 1965). 
the undersigned corporation hereby applies for the registration of the use of a fictitious name and sui>- 
mils herewith the foHowing slalemenl: 


t) The fictitious name under which the business is being, or will be'conducted by this corporation is: 
Madison Marketiny 

2) The character of the business being or. *o be conducted, under such fictitious name is: 

adverLialnt and public i: atlona 

3) a) The corporate name of the applicant 

Madison Financial Coro. 

b) The State of incorporation Is: 

AriMMM 

c) Tlie location (giving city and street address) of the registered office of the applicant corporation 

in Arkansas is: 

Street 2Uk flat CflB—Kltll Mldlng 

rny Little leek. 

Slate AS 

4) The applicant states that if 6 Is a foreign r orporalion that it is admitted to and aullioiited to do bust* 
ness in the State of Arkansas. 

5) The filing fee in the amouni of IIOiOO is enclosed. 


Name of AppBcam Corporation: 
P 0 Boa 1583. UttU Boefc, AB 72203 

SCAL 
ATTEST; 


INSTRUCTtONS; 

Prepare this form In dupiieaie. send to Secretary of Stale s Office. State Capitol. LHiie Pock. Arkansas Oupiicaie 
copy WIN be returned to the eorporeiion and mu'll be Sled with the County Clerk, (not required in Pulatfci County I 
of the CoufWy m winch the Corporation's regie :red office ta.localed. 

/z.^oS' 



SIgnaluro; 
Addrese; . 
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}/0t/12 

to 

2/23/92 


2/25/92 


CO 

4/15/92 


4/20/92 

to 


4/24/92 


CMisinAL r.vvwrcArr/f ruj^ oHOLoer or evdit^ 


KoOison Caarancy Ssvmgg $ lom r*W5f; mO it* a alUag^ ti§a to 
Ohitayatar Oo¥olopmant Corporation ( •Vhitaaatar* ) anO BUI $ /Viiiarv 
Ciiiiceii aara raportaO In a 2/9/92 Haw fork Timaa artiela by Jatt 
Oartk* BGSt oanar and board chairaian 0 Jamaa B, BeOoaaal, had baan 
praaxoaaly triad and aequittad on bank fraud chargaa In 9/90. 

tnquiriaa raqarding thaaa tiaa amanatad from both BTC Znvaatigationa 
in Vaahington, D.C., and tha format Oiractor of tha tulaa 
Conaolidatad Offica. Tha vaahington inquiry want through tha Kanaaa 
City Bagional Znvaatigationa Offiea to tha Tuiaa Conaolidatad 
Znvaatigationa offica, who waa raapenalbla for invaatigating failad 
krkanaaa thrifta. Tha quaation vaa raiaad aa to whathar yhitawatafa 
ralationahip with MGSL had baan raviawad, and wara anv 

raaulting loaaaa or potantial criminal activity documantad. Aa a 
raault of thia inquiry, tha Tuiaa offica criminal invaatigator 
aaaignad to tha Arkanaaa thrifta waa aakad to work with tha civil 
invaatigator in raviawing tha complatad invaatigativa findinga eo 
data. Ovar a two vaak pariod. tha criminal invaatigator raviav^ all 
thrift racorda obtainad from tha inatitution at tha tima of 
conaarvatorahip which wara storad in tha Tuiaa offica. Thaaa 
racorda included tha availabla Board Binutaa, coamittaa ind 
aubaidiary minutaa, Tidal ity Bond policiaa, fHLB aaama from prior 
yara, outaida audita, legal corraapondanea filaa and varioua 
limitad loan filaa. Mo mention waa found of any Mhitawatar 
ralationahip with itOSl. 

During thia time frame, Tulsa Znvaatigationa learned that a former 
Host amployaa, aubaaquantly (and atill) an attorney in tha 
amploymant of a little Bock law firm handling aatanaivo litigation 
in Arkanaaa for tha BTC, had allegedly fabricated at laaat two yaara 
of minutaa for an nosi subsidiary, Madison financial Corporation 
(•Hfe*). The criminal investigator waa aakad to review daily 
racorda created by tha former amployaa, who was at that time the 
aaacutiva assistant to former MGSL president, John Latham. Latham 
pled guilty to one charge of bank fraud in 1999. Copies of tha 
former amployaa* a records had baan shipped to Tuiaa, where it would 
bo datarminad if further iiiv^aci^acioii appropriate. An 

a//ira«civ« decision was reached during the first weak of 4/92. 
"hila this review waa being conducted, the civil investigator was 
reviewing additional Madison racorda stored in little Bock under the 
control of the posf- receivership assuming bank. Central Bank « frujc 
PCfar*;. These racorda, which had never been inventoried by either 
MGBl or CB9T, were stored in a downtown little Bock warehouse, end 
^eluded, but we^ not limited to, former officer correspondence , 
legal files, aubaidiary land development and investment tiles, 
microfilm, demand deposit (checking) account recorda/binders. 
caneelled checks, etc. 


Pas 


Baaed em the findinga of theao concurrent criminal and civil 
inweetigative reviews, the decision was made that both iii¥«stioacort 
ahould travel to Little Bock for a more eatensive review of the 
warehouse documents. At this point, the criminal investigation, 
which had been previously scheduled for late 1992, was rescheduled 
to 4/92. 


The investigators conducted an eatensive review of warehoused 
records, and the criminal investigator talked with the fBI and o.s. 
Attorneys office regarding the 1990 trial of former MOBl owner 
James B. McOougal. The criminal investigator learned that the raz 
was previously awaro of the fabricated subsidiary minutaa and had 
taken no criminal action. Tulsa Investigations management was 

advised accordingly and thaa aapecs of the review wee auepended. 
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Midi son GuirMty Sivings S Lom 
CriuunsI TnvsstigiCivs Chronology 
Pigs 2 


5/1/92 

CO 


7 / 15/92 


8/1/92 


CO 

9/2/92 


9/3/92 

CO 

:2/l5/92 


12/15/92 

CO 

3/14/93 


3/15/93 


CO 

5/4/93 


TIM wtnhoutH rtcordj ctv*»l,d »4<titiontl WAit.w«e«r eA»ctmo 
teeowtt rtmnq fqrthtr qx,»tti.ont ,beut t/it 

o/ VAxc.Mt«r-« CA#C*J. A nuoiAar o/ docum/icj flenqjg to eA. 
tarwt CAto/ rintneiAl Ottietr ot HOSL/Hte vort ioettorf/ tiona 
cAom rfoeww"** •'•r* Jov.r.i occo«inejAt/2.d9«r worAjAooeo oa 
ouaorous A/C Aubtiditry Und 'CovoiopaontA', til at wAtcAw.ro 
A..wi2y suA.irftioa Ay AC»t. XacIuCC in OA. o/ cA. C.v.2ep»J« 
worAAA..Cf a.rA.A M»pl» er»»k /.raa* w«. .a tea dtnotina t tJO.OOO 
cAorp. to WAiMw.c.r tor cA. co.e of u onguiootiAq lurv.i, tAi. w.. 
CA. /tr.t iACtc.etoA et « r.i.ctoAoAip A.cw.oa AO»t ond/or we Md 
VAicw.e.r AoyoAtf tA. .»t.t.Ac. o/ cA. VAte.w.t.r cA.cJUao .ccLa?! 
OriptAoJ mxerotilm. Along with portlntne origintl doeumontM from ei 
waroAou.., w.r. s.ac A.cA to Tulao for /urtA.r invottioition 
R.s..reA wo. eonduetod on twolvo neoougtl *nd/or KeOougtl Au.tA.s. 
ptrtnor eontrellod .ccouac*, including WAieaw.c.r. CAocA eopt.i w.r. 
produeod tor . two y.*r ponod A.cw.oa </« .nd </f«; . .tiAd.rd 
i/ivMCigitivo proeoduro vhon cneiog cho /iov o/ tonds. 

Outing cho first yook of 5/92, ill Tolso Consoliditod Ottico 
omployoos yoro idvisod chit cho Tulso offico yould bo porainineJy 
closing it cho ond of 7/93. All Tulso Znvostigitions rocords yoro 
shippod to tho Kinsos City Offico, thus putting cho Hidison 
invostigicion on held. Tho copy procoss on cho HcOougol ind/or 
McOougsl businoss pirenor concrollod iccounts uis suspondod is yoJ* 
duo CO oguipaonc ind records roloation. 

Tho er^inol invostigiter ennsforrod to tho Konsis city offico ic 
cAt ond of 7/92, rosuming tho onolysis ot Midisen documents md 
chocks. A crimiml rofornl (dcOOOd) yos subsoguontly gononcod 
illoging o *^^^4on chocit kiting scheme botyoon tho McOcugn 

ind/er HcOougol businoss portnors controlled entities, includma 
uhitoyitor. This rofornl yes submitted ce cho FBI ond a s 
Attorney, fistorn Oistrict of Arkonsis on 9/2/92. 

Hioing submitted the initnl rofornl on Hast, the crimiml 
invoscigiter rodiroctod priorities to e/io ongoing invostioitiong 
of throe ether foiled thrifts, yhich yoro intensifying. First 
rodonl Sioingo, Porogouid, Arkonsos, yhich uos roiching suspoce 
pin noget lit ions. First Amoria Souings, Ft. Smith, Arkonsos. yhic.-. 
hid boon rotorrod from jurisdiction in tho vostorn District 
Arkonsos ce the Oollos Bonk Froud Tosk force, ond Cimmoren Fodoni 
Sioings, Muskegoo, Oklohemo, for yhich invest igot ions hod rocoivod 
on ollogotien of petontiol froud from cho monoging *gont . 
Throughout those invest igot ions, tho criminol invostidotor continued 
to request ond monitor o response on HGSL roforrol 0COOO4 . 

^5* * office did not offer ony stondord rospenso co 

HOMSp roforrol, odvising either e/ioe o cose veuld bo opened or 
cAac pre*M»ctM wouid a. d.cJtA.d, tor cAro. aencAa. ta r.tpon,. 
CO numerous coils from en# cr iminol invootigoter during tAot time 
tho Mock FBI Spocioi Agent in Chorge sent o letter of 

icknoylodgomont to tho atc sating chot both the FBI ond 0 s 
Attorney hod rocoivod tho roforrol ond OMhihits. The invostigstor 
continued to verk on cho iforomentionod institutions yhi2o 
continuing co monitor o potontiol response on the MGSt rofornl. 

The criminol invostigotor initiotod o proliminory review of crimiml 
activity at Severs Sovings, little Mock, Arkonsos, out of yhich e 
former borrower hod boon convicted end sentenced in conjunction vic^ 
a foiled Tomes S8L. This review involved OMtonsivo interviews vic.t 


/z^/o 
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.Y«disoii Cii§rMty S4vinq$ I toM 
Cr^Minsl :nv9atig4tiv4 Cheon9iogy 
?*g9 3 

eil« borrowr, m4 * r«vi*v of his porMonol ond corporiet rocordo 
prior to hia fotoncing and incarcoration in Uto 4/f3, Tho 
invoatigator continuod to mako wbai rogooata for a writtmn 
roaponao from tka r$I or O.S. Attornoy on aaSL roforral C0004. 

On S/4/93, tka eriMinal invaatigator aant a lattar to tka o.s. 
Attornoy inquiring about tho atatua of tka rafarral. Tka raaponaa 
from tka 0,S, Attornoy rafarrad tka invaatigator to tka 0,s. Juatica 
Dapartaant in dsakington 0,C. Tka criminal invaatigator initiatad 
a aariaa of caUa to OOJ/vaakington to aaeartain ae«ew« of tka 
rafarrai, SimuUanaoualy, tka criminal invaatigator, criminal 
invaatigationa dapartmant haad and tka fiald invaatigationa officar 
datarminad tAac moat ampadiant vay to complata tka invaatiaation 
of pravioualy dafinad criminal allagationa at Hoat uaa to aupplamant 
tka invaatigativa manpouar* 

S/31/93 Tkraa additional criminal invaatigatora vara aaaignad tka taak of 
CO raviaving loan tranaactiona, chocking aceounta and aubaidiarv 

4/4/93 landing tranaactiona ee aacartam tka laval of criminal activity at 

both nest and arc. Tka load invaatigator, along vicA anotkar taak 
aaaignad invaatigator, raturnad to tka Littla Mock varakouaa for 
furtkar documant raviav, Tka invaatigatora additionally travallad 
to four otkar countiaa to raviav land racorda partainino ee orooartv 
aalaa, loan and mortgagaa raflactad in tka County Clark*a oificaa. 
Tkoaa findinga vara akarad vitk tka otkar aaaignad invaatigatora. 

Tka four invaatigatora raviavad and analyaad all availabla acsi 
tranaactional in/ormation for tka anauing 130 daya. Am a raault. 
nina additional criminal rafarrala involving multipla tfOMl and !trc 
tranaactiona vara ganaratad and aubmittad to tka O.S. Attornoy and 
fST on JO/9/93 • 

:0/l7/93 Tka load criminal' invaatigator racaivad a lattar from tka nav a s 
Attornay tar eJle Saataen Oiatrict of Arkanaaa, Paula J. Caaay. Tka 
lattar atatad that ratarral 0COOO4, aubmittad 9/3/93, had taan 
daclinad dua ce • inaut t ic lant information* . 

n/l/93 MTC Criminal invaatigationa continuaa to aupport tka invaatigatiw 
CO efforts of tka fit and o.s. Attornay by providing ncSL and arc 

:/34 / 94 documanta varakouaad in Kansas City, and of faring assistanca vitk 
ongoing sub poa na camphanca. 
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Tht reiponiiblUty for lAvtttlqttlon of all failt4 Arkanaaa thrlfta via anoint 
by tho TuUa RTC Offieo of Invottlgat Iona during tho flrat qutrttr of IMI 
Roaponaibillty waa aaauaad froa tht tagan/Mlnnaapolia wc offica of 
Invaatlgatlonai tho load lagan Invoatlgater for Nadlaon Guaranty Savlnoa 
Rock. Xrkanaaa at that tUo waa Mtko RaaiMrly. ^ ‘'^^*** 


Whan tho Tulsa offica aaauaad thla raaponalbllity. Madison Guaranty waa atalonad 
to civil Invaatlgator ifyatt Rdaao. Shortly aftar tha raaaalgnaant of tha 
Arkanaaa thrlfta. aavaral aaabara of tha Tulaa Offica of XAvaatigatiena aada a 
awaap through tha failed Arkanaaa ahopa and appropriated all tha racorda daaaad 
nacaaaary for tha affactiya cooplation of both civil and criainal Uvaatlgatlona. 

Zn aid auaaar 1991. Znvaatigater Wyatt Adaaa travalad to Little Rock to ravlaw 
Kadiaon Guaranty racorda held by tha aeguiring entity. Caatral Bank and Tniat 
in an old. noa-cllAata controlled building downtown on tha river, which had bean 
converted to a * racorda atoraga* facility. According to Adaaa. whan ha arrived 
there ware artanaiva racorda in poor condition, haphaaardly heaped into tha 
atoraga apace on tha second floor, which waa poorly lit and protected by a chain 
link fence and a padlock. Boxee were on their sidee with records duaped out. DOA 
binders were poorly stacked in one corner, and eultiple boxee had been ahoved 
into shelving, with no identifiable inventory. It should be noted that these 
records were already in tha warehouse at the tiaa of tha Investigations teas 
Spring 1991 *sweep* through tha Arkansas thrifts, and that tha foraer Managing 
Agent concurs that, to his knowledge, there was no inventory of these reeordsT 

In July 1991. tha criainal investigation of Madison Guaranty was assigned to 
Investigator Jean Lewis. A follow^uo crininal investigation was tentatively 
slated to begin during tha third quarter of 1992. due to tha fact that foraer 
thrift owner James B. McOougal had previously been tried on Bank fraud charges 
steaming froa Madison Guaranty, and was acquitted in 1990. Tha follow-up 
Investigation was intanded to ensure that any reaaining potential criminal 
matters had been properly reviewed and addressed. 


In March 1993. Senior Inveatigativa Spacialiat Jon Walker contacted the Kansas 
City regional RTC office regarding an article that had appeared in tha Mew Tort 
Times stating possible ties between Whitewater Development. Madison Guaranty 
Savings anS Loan, and Bill 4 Hillary Clincen. Personnel in the XC regional 
office then contacted the Tulsd office with a request that this issue be reviewed 
to determine if Invest igat ions was aware of. had reviewed and/or appropriatsly 
addressed matters pertaining to tha possibla relationship between uhitswatsr 
Development and Madison Guaranty. 


Aftar a review of all available Tulsa Investigations inventory documents. 
Investigators Adams and Lewie were detailed to tha warehouse in Little Reck to 
review the remaining Madison records and ensure that nothing had been overlooked 
with regard to any potential action on this matter. Invaetlgator Lewis noted, 
with concurrenca from Adame, that upon arrival that tha records were in very poor 
condition, appeared to have bean dumped and/or crammed into tha warehouse space 
and that there waa no available inventory provided by Central Bank A Trust 
pareonnal which could identify tha nature of these records. Invaatigator Adame 
noted that this waa tho same condition in which ha*d found tha records in 1991 
Boxes had to be rearranged in order to establish work space and room for a table 
and two chairs. 

During the review of thaso records, neither Investigator Adams or Lewie located 
any loan files and loan records relating specifically to Whitewater Development 
or tha Clintons. Invaetigator Adame then went through a number of Demand Deposit 
Account binders, to ascertain if Whitewater had maintained a checking account at 
Madison Guaranty. Re located an account and statements for 19B4, 19SB and 1984. 
Invaatigator Lewie raviawad multiple boxes of records, and recovered several 
documanta from former thrift officer files that warranted further review. Among 
those documents was a ledger sheet marked 'Reserve for Development - Maple Crssk 
rarma- from tha racorda of former Madison cro Greg Yeung. On that ledger sheet 
was noted a $30,000 development reserve cost for an engineer ing survey charged 
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to VMtovittr Oovolopnont. Thoro *lte • Uaitod «Munt of oterofii. 

•t tho worohoooo, which wtc ippreprUccd under the totiM of the Pu Aar.MilM .n3 
r.turnod to tuUa alonq with Mvoral OOA blndara, with pacali.i^ 

Bank a Iruit. A algnod raealpt eontalnlnq an Itaml tad Uat of tho doclilne. 
taktn by Xntattlgatora Adiaa and Lawit was laft with 

Prior to dtparting Llttla Pockp Xnvaatlgatora Adana and Lawla ravi#w*a thm 
Madlaon daily work filn hold by Cantrai Bank « Tniat to rtaaareh tha flow of 
funda throuab tha ifhitawator account aa pullad fron tha aenthly atatananta. which 
ia a atandard oparating procadura for Xnvaatigationa. Samal chacka oavabla to 
tha Bank of Charry Vallay which idantifiad loan nuabara* wara idantifiad a^ 
copiad fron tha daily work. Alao copiad wara nuaaroua ehaek payabla to antitiaa 
antitlad Paabroka Hanor, Rolling Kanor. Madiaon Markatiag and othara. all of 
which wara aignad by Janaa or Suaan MeOougalp payabla to Nhitawatar Oavalomnt 
and containad tha notation -loan* ia tha oaiDO fiald on tha chock. Aceeunta wa 
loeatad and rawiawad for thaaa othar idantifiad antitiaai ainilar chacka 
containing tha *loan* notation wara found to hava baan paid batwaao tha antitiaa 
At that tinop both intaatigatora coneurrad that additional raaaareh would ba 
appropriatop and raquaatad all availabla filn ralating to Madiaon Guaranty and 
raturnad it to Tulaop laaving a racaipt for tha filn, bindara and original 
documanta pullad fron formar offica filaa with CB4T aaployaa Bonnia Crocharon. 
copiaa of tha antity atatananta and chacka war# pullad and/or duolicAtMi tr 
film for tha yaara 1984, 19B5 and 1986. ^ P**c«oo ir 


Aftar tha original filn waa duplicatad, tha duplicatao wara raturnad to Cantrai 
Bank 8 Truat for thair ratantlon, and tha original filn wan ratainad in Tulaa by 
an RTC raaaareh contractor. Tha criminal invaatigation of Madiaon than 
continuadp aa tha civil claiaa had pravioualy baan eloaad out by PLB. 

In conjunction with tha ongoing Madiaon invaatigation, Xanaaa City Xnvaatioatora 
Joan Lawia and Randy Knight travalad to Llttla Rock ia 5/93 to raviait tha 
Madiaon racorda hold in tha downtown warahouaa. Upon arrival Xnvaatioator Lawia 
immadiataly notad tha condition of tha racorda waa aignif icantly nora organltad 
than it had baan during tha pravioua viait, and it waa avidant that a nuL>ar of 
boxaa had baan claarad out. 

During thia viait to tha warahouaa. Xnvaatigator Lawia laarnad from tha atoriqa 
facility attendant that tha law fira of Mitchall. Salig, Jackaon, Tuckar 8 Whita 
formar ganaral counaal to Madiaon Guaranty Savings, alao atorad racorda at tn* 
warahouaa. 

A numbar of tha ramaining boxaa wara raviawad, and tha kaya raturnad to 
— — cantrai Bank i Truat. At that tima, Xnvaatigator Lawia notad toS 

■HIM that tha warahouaa aaamad to lack a numbar of boaaa that had praviouTiy 
boon thara, and adviaad that aoma of tha racorda had baan ratritvao 

and wara baiag hald in a back room at tha bank <CB*T). Whan aakad why thia had 
not baan diacleaad whan tha kaya had baan pickad up rathar than raturnad urn 
Crocharon'a raaponaa waa -you didn't aak.- p tnan raturnao. na. 

Xt^ahould ba notad that* according to tha us Attornav'a staff ia Littla Rock. 


to Madison and waa suaaonad bafora tha Grand Jury lor taatimony 
that invaatigation has navar baan diacloaad to thia offica. 

in conjunction with tha ongoing PIX invaatigation of tha RTC'a rafarrala 
Xnvaatigatiooa adviaad tha PBS that additional original Madiaon Guarantv 
microfilm, along with tha racorda at tha warahouaa. 

C.ntr.l a.ok • True;. It 1. th. und.r.t.«ain, o« Cl^ W ", 

Invaatigatioaa that tha aforamantienad racorda hava now baan aubpoanaad bv tha 
U.B, Attornay'a office and ara now under tha control of tha Littla Reck PBX. Tha 
®Piginal Madiaon film hald by Xnvaatigationa has alao baan tumad ovar to tha fsi 
along with othar racorda subject to Grand Jury Subpoena. 
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Resolotioc ist G>rponiioQ 

Kaosas CoosoUdtied Office 

4900 Mala Sirectt P.O. Box 419570 

Kansas Gljr, Missouri 64141 (816) S31*2212 (800) 36S0342 



September 1, 1992 


Mr* Steve Irons. Supervisory Special Agent 

White Collar Crine Unit 

Federal Bureau of Investigation 

Two Financial Centre, Suite 200 

P.O* Box 21370 

Little Rock, Arkansas 72221 


Re: #7236 Madison Guaranty Savings Sc Loan 

I Little Rock, Arkansas • In Receivership (11/29/90) 
CRIMINAL REF ERRAL NUMBER CQQQ4 

Dear Sin 


Certain matters have come to our attention which may constinjte criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 

Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. 1 hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law. and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being submitted to the 
U. S. Attorney's office under separate cover at a later date. 

Please direa any inquirks to the Investigator identified on the referral form, or to Lee O. Ausen. 
Depanment Head/Oimifial Invcsti|etiofis. Kansas City Consolidated Office. * 


Sincerely. 




L Richard lofio 

Field Invcsdgatiott Officer 


Enclosure 
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Resolutio: jst Corporatioa 

Kiasas Gi; Consolidated OCDce 

4900 Mam Street, P.O. Boi 419570 

Kansas Gty, Missouri 64141 (816) 531-2212 (800) 365-3342 


September 1, 1992 


The Honorable Charles A. Banks 
United States Attorney 
Eastern District of Arkansas 
U.S. Post Office and Courts Building 
600 W. Capitol, Room 331 
P.O. Box 1229 
Little Rock, Arkansas 72203 

Re: #7236 Madison Guaranty Savings Sl Loan 

UttJe Rock, Arkansas • In Receivership (11/29/90) 

CRIMINAL REFERRAL NUMBER CQQ04 

Dear Sir 

Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a repon of an Apparent Criminal Irregularity. 

Inforroauon in this referral may have been derived from financial records of customers of federally 
insured financial instimtions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law. and (B) the records were obtained m the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being sent to vom 
office under separate cover. 

Please direa any inquiries to the Investigator identified on the referral form, or to Lee O. Ausea 
Department Head/Criminal Investigations, Kansas City Consolidated Office. 

Sincerely, 

L Richard lorio 

Field Investigations Officer 


Enclosure 





4956 


MEMORAMOUN 


TO: Criainal Adain Fila 

FROM: Jaan Lavla 

Criainal Znvaatigator 

DATE: Nay 3, 1993 

RE: Background raaarks and convarsation with ADSA Bob 

Rodday*s off lea ra: Madison Guaranty Savings rafarral 

Zn March 1993, shortly aftar tha dapartura of foraar 0.S. Attomay 
Chuck Banks r Z vas advisad by ADSA Bob Rodday on an unofficial 
basis, that Banks had forvardad tha "Madison rafarral* to Justica 
in Washington O.C. alaost iaaadiataly aftar racaiving it last 
Saptaabar; Rodday also addad that Banks had takan this action as 
tha rafarral vas "politically hot*. 

Z contactad Rodday *s offica aarly this aftamoon to saa if AUSA 
Floyd Mac Dodson vas still vith tha O.S. Attomay*s offica, of if 
ha had Xaft vith Chuck Banks. Z vas advisad by Rodday *s sacratary, 
Laura, that Dodson did, in fact, laava vith Chuck Banks, and sha 
offarad sa thair nuabar, vhich Z daelinad. Z askad bar vhat would 
hava happanad to Dodson's casas, and sha offarad to *chack tha 
cosputar* and call sa back, if Z could giva har a spaeific easa, 
vhich Z did, identifying Madison Guaranty Savings criainal rafarral 
i C0004 . 

Approxisataly fiva sinutas latar, Laura called back and advisad sa 
that no record of that rafarral shoved up in thair eoaputar syataa; 
sha than advisad sa that in conversing vith AUSA Rodday, ha told 
har that Banks had sent it to Justica in Washington, and that "va'd 
probly never hear about it again”. 

A latter inquiring about tha status of tha rafarral has been 
prepared to sand to U*S.A. Panes latar today. 

ce: Richard Xorio 

laa Ausan 
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MEMORANDUM 


TO: Criminal Admin Film 

FROM: Jaan Lavir$(!^ 

DATE: May 19 « 1993 

RE: Additional convarsation with Offica of Lagal Counsal for 

O.S. Attornay's, U.S. Juatica Dapartmant, tfaah., o.C. 

Zn following up ay pravious discussion with tha Offica of Laqal 
Counsal on May 13, Z eontactad Oyona Mitchall (sacratary) ,of that 
offica to saa if sha had baan abla to dataraina tha statui of tha 
Madison rafarral, as Z had not heard back from har. Sha consulted 
her notes and advised me that they "have no record of that 
referral, it is not in their computer system, it has not baan given 
to an attorney**; upon repeating this response to her, sha 
reiterated **no ma*aa, that referral has not bean submitted to this 
office* ** 

After advising Lea Ausan and Richard lorio of this conversation, 
tha decision was made to resubmit tha referral through the U.S. 
Attorney *s offica in Little Rock, and contact Ns. Mitchell in the 
Offica of Legal Counsal to saa if that offica should be copied on 
tha referral and latter to Richard Pence, U.S. Attorney in Little 
Rock. I contacted Ms. Mitchall again to inquire as to whether that 
office should be copied on tha referral. Sha said yes, and when I 
asked to whose attention it should be directed, sha responded that 
it should be sent to Acting Assistant Attorney General Daniel 
Koffsky, as tha Assistant Attorney General, Nr. Dellinger, has not 
yet baan confirmed. 

The letter of re-submission will be prepared this afternoon, with 
a copy going to Nr. Xoffsky*s attention. 

cc: Richard Zorio 

Lea Ausan 




-•- .Ai'iV.v.vj ri uo 
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To: 

Cc: 

Bcc: 

Froa: 

Subject: 

Date: 

Attach: 
Certify: 
Forvarded by: 


L. Richaro lorio^Xnvestigaticns^RTCKcMIO 
Lee 0 . AusenBInvestigationsi^RTCXQlIO 

L. Jean Levis9Znvestlgations#RTCX01ID 
^7236/Madison Guaranty Savings 
Wednesday, May 19, 1993 15:55:03 COT 

Y 



In following up on the suggestion that Mr. Daniel Koffsky, Acting Assistant 
Attorney General, be sent a copy of Madison referral # C0004, i contacted the 
Office of Legal Counsel to verify the correct address. In speaking with Oyone 
Mitchell of that office, I reiterated the address provided by US Atty Richard 
Pence, which reads: 

Office of Legal Counsel 

Executive Office for the U. S. Attorneys 

U. S. Justice Departaent 

Washington, DC 20530 

The letter provided the phone number (202) 514-2041. 

Ms. Mitc.hell advised that the Office of Legal Counsel and the Executive Office 
for the U. S. Attorney's were two separate sections, and that the referral ray 
'lave been forvarded to the Executive Office instead of Legal Counsel. She 
then connected me with the operator, who put ae through to the Executive 
3ffice where I spoke with Stephanie Kennedy. X explained to Ms. Kennedy .tat 
: was looking for, and she said she would get back to me this afternoon. 

:he called me back at 3:30, and advised that she had forvarded the setter :n 
to Donna Hennesan in "Legal Counsel", who would cheek it out and call re racx 
tomorrow. X then contacted Ms. Hennenan to offer background inforaaticn :n 
.hat I was looking for. When X explained that it was a referral out of 
'adison Guaranty, forvarded to that office by Chuck Banks, she had irmediate 
•.nowledge. stating "oh, the one involving the President and his wife*. 
then stated that the referral had been sent to that office (exactly vnicn 
sffice is still unclear to me) as a special report for the attention of t.te 
attorney General, and not as a referral for prosecution. She then stated 
'anytime a referral comes in that would make the department look bad, ^as 
political ramifications, it goes to the Attorney General." She further i::ded 
:hat the referral had been submitted to that office "because of the poUt::ai 
.'amifications and political motivations", and then told ae that referrals .«rs 
'^ot prosecuted out of that office. She then stated that the referral '^ad recn 
leclined. X advised her that the referral had not been declined, and read ^er 
:he letter sent to this office by U.S. Attorney Richard Pence. She 
acknowledged that she was confused, and told me she would speak with har 
supervisor, Deborah Westbrook, and have her call ae back tomorrow, i t^an 
:sked for Ms. Henneman's title, and she informed me that she was the EtMrs 
-rogram Manager. I thanked her and ended the conversation. 

:'ll keep you posted if and when X hear froa Ms. Westbrook. 


/Z-¥/S' 
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To: 

Cc: 

Bcc! 

From: 

Subject: 

Date: 

Attach: 
Certify; 
Forwarded by: 


L. Rlcharo lor Ic^nvest igat ions^RTCKLrtlO 
Lee 0. AusenlInvestlgatlons#RTCKCMIO 

L. Jean Lewls#Investlgatlons§RTCKCMIO 

/7236/Hadison Guaranty 

Wednesday, May 26, 1993 16:10:47 COT 

Y 



I've just received a follov-up call froa Donna Kenneaan at Justice in O.C. 

She inforaed ae that after speaking with Deputy Director/EO Wayne Rich she 
learned that referral /C0004 had been sent to foreer Special Counsel Ira 
Raphelson. I noted that Mr. Raphelson is now in private practice, she 
concurred and said that she wasn't sure where it had gone after he left, but 
that she was going to call the "criainal fraud division at Justice” and see if 
they are prosecuting the case or if a declination letter has been issued. I 
restated that, to ay knowledge, the referral had not been declined, and that 
I had been advised by an FBI agent in Little Rock that it was a "very solid 
case of check kiting, and was highly prosecutable.” 

I the n identi f ied the ^M^ suspects named in the referral 

her and she thanke^D^an^told se 

she'd be back in touch as soon as she found something. She also stated that 
she was growing increasingly frustrated with the situation, because she had 
seen the information, knew that it had come in, and couldn't understand why 
she was having such a hard time tracking where the referral and exhibits had 
2one. 

To date, each time she has given ae a date that she would call back, she has 
kept her word. I'll let you know when I hear froa her again. 
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To: 

:c; 

3cc: 

"rom; 

Subject: 

:att: 
attach: 
:artify : 
'orvarded by: 


L. Richara loric^Investigations^RTCXLrtlD 
Lea 0. Ausen^Investigations(?RTCXCMIO 

L. Jean LewisilnvestigationsiRTCXCMID 
Madison Guaranty 

Tuesday, June 8, 1993 15:16:49 CDT 
Y 



\s ve discussed this norning, I was going to contact Audrey Word at DOJ in 
Washington this afternoon; however, before I could call, Donna Henneaan in the 
:xecutive office for U.S. Attorney's called ae. It seeas that Madison 
eferral 0 C0004 has reappeared on her desk. Audrey Word was successful in 
ocatlng the referral within the Fraud section of the Criainal Division and 
eterained that the individual assigned to the referral "didn't want to deal 
ith it", so she sent the referral and all pertinent info back to Donna 
enneman for further disposition. 

onna advised ae that the Criminal Division (no one specifically identified) 
ent a memo to Doug Frarier, Associate Deputy Attorney General (in Depty Attv 
eneral Heyaan's office) advising hia that there was "no identifiable basis 
or recusal of the U.S. Attorney in the Eastern District of Arkansas"; this 
as a direct quote from tbe memo, as she read it. She then told me that she 
ontacted Mr. Frazier who did not remember receiving the memo, and suggested 
hat she get the memo and the referral to hia for review and a final decision. 

he has subsequently sent hia both the referral and the aeao, and said s'-e' *' 
eep me posted. X then advised her that during the intervening period, 
3ditional information has surfaced that would further support the allecat- 
:ntained in the referral, so 1 would be most curious as to their decision 
'.en concluded the conversation by telling her "whatever the decision is" * 
eed something in writing so that I can close out the file with a decUra**- ^ 
r offer support for an ongoing case.” She agreed and said she'd stay* 

3UCh. 

' 11 keep you posted. 
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To: 

Cc: 

3cc; 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richard Iorio§Investigat ions^RTCKCMID 
Lee 0. Ausen^InvestigationsiRTCXCMID 

L. Jean Lewis#Investigations#RTCKCMID 
#7236 Madison Guaranty Savings 
Wednesday, June 23, 1993 15:21:55 COT 

Y 



\t approxiaately 3:00 this afternoon, I spoke with Donna Henneaan in the 
executive Office for U.S. Attorneys, regarding the status of the Madison 
referral /C0004. She advised that she had sent the "package" to Associate 
Deputy Attorney General Ooug Frazier on June 9 , as ve had previously 
discussed, but that she had received the entire package back on her desk today 
vith no further answers, as Mr. Frazier was now the new U.S. Attorney in one 
:f the Florida districts; she had not deter:nir.ed whether Mr. Frazier had taken 
iny action prior to his departure, and had spoken with her supervisor 
'egarding her next action shortly before I contacted her. She advised that 
:he will attempt to contact .Mr. Frazier in Florida sometime tomorrow, and 
letermine what decision, if any, had been made. 

!he then advised that "this sort of thing happens all the time when we're 
rying to get the guys upstairs to make a decision." She said she'd be back 
n touch as soon as she had an answer from Doug Frazier, or his replacement, a 
'r. Dave Margolis. 

'his was the 8th conversation I've had with Ms. Henneman since I first 
ontacted her on May 19, 1993. 

'II keep you posted. 
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To: 

rc: 

3cc: 

•roa: 

iubjact: 

3a ta: 

Attach: 
rartify: 
*orvardad by: 


L. Richara Icric^Xr.vestigations^RTCKuMIO 

Lat 0. Ausenllnvestigations^RTCXCMlO 

L. Jean LawislInvastigaticns^RTCKCMlO 
#7236 Madison Guaranty Savings 
Wadnasday, Juna 23, 1993 15:37:30 COT 

Y 



.onna Hannaaan (EO/US Attornays) just called aa back to lat aa know she'd 
poke with foraar Associate Deputy Attorney General Doug Frasier? Ha 
ar that ha aat with Tony Muscato, the Director of the Executive off ^ 
.3. Attorn*y'*, and that tha daeision has baan wda to 
ba U.S. Attornay in tha Eastarn District of LittXa Boek. aa ?harj 


s. Hannanan than added that she doubted whether or not tha U.S Attorn*%# 
astern Oistrict/Arkansas would be aware of this situation yet, but suooeired 
nat I wait a few days and then contact that office in Little Rock 


la asked to be kept posted on tha outcone, 
asistanca whenever and however possible. 


and offered her continued 


/z-¥z^- 
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To: 

Cc: 

See: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richara lor io« INVEST - iirtcxc 
L ee 0 . Ausen^INVEST-l^RTCKC 

L. Jean Lewis^ INVEST- liRTCXC 

/7236 Madison Guaranty Savings 

Thursday, September 23, 19S3 15:03:56 CDT 

Y 



I've just had a conversation with Donna Henneoan, Ethics Proaraa 
Executiv. Offic. for V. 5. Attorn.ys. I calUd Donn. tj .122 
l«tor.inatlon as to whsthsr or not shs wants fomal notification o5 »k-, 
sxlstanca of ths subsoquant rsfarrals boinq subaittod to ths*D s 'aJ? 
Eaatorn District of Llttl. Rock, on Madison. >'• *• Attorney, 

:n discussing the standard RTC procedure of the submission of referral. 
las requested that she be copied on the transmittal letters thft on Ji^v ^! 

She will then request the referrals and exhibits from the U s 
.ffics for any necessary follow up. So, at her re^2,2, 

•o cc: Ms. Hennenan in her official capacity. She felt that a l2tt2^ 
•equestinq copies at this point was unnecessary, and if it becon!. 
me will qo through her channels at Justice to obtain thi dw2222Lr?r®?*'^' 
I. S. Attorney Paula Casey. Donna has also requested that 1 
ns paragraph summary of the content of the referrals 5ith th2 tMMm!t2li*^ 
etters, so that she will be aware of those with "sensitivity i 

e glad to provide the requested summary as an add.nSS. p«2««2 22’^. 
ottom of each transmittal letter. p-*-«grapn to t,“.e 

he then asked me about the final disposition of MGS4L referral cocoa t .. i .1 

er that I had been advised that it was received back in the u s ^ 

ffice, but that I had received no formal notification that a case * 

pened, nor a declination letter. I expressed ay concerns that the^sL^ 

iju'isrS’yrjJitcKsr**'*' '“‘'iSttisr'rj; 

touch as to the responses that I get fros the u s 
ttorney s office, and assured me that, if necessary, the "hlqher-UDs* at 
ustice would Bake sure sooething got done with these referrals .w 

ther.-”*' ••hould have been handled by now, 'one iay‘c? 


'll keep you posted. 
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To: 

Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach; 
Certify: 
Forwarded by: 


L. Richard lorio^INVEST-l^RTCKC 
Let 0 . Ausen^INVEST-l§RTCKC 

L. Jean Lewis#INVEST-l§RTCKC 

/7236 Madison Guaranty Savings 

Wednesday, September 29, 1993 12:16:43 EOT 

Y 



I'v« just received a call from Donna Hennesan, Ethics Program Manager 
Executive Office for U. S. Attorney's, Washington, 0. C. She advised that 
she had spoken to her supervisor. Deb Westbrook, and Ns. Westbrook's 
supervisor, Doug Frazier, regarding whether or not the Executive Office wanted 
copies of the madison referrals slated for submission this week. Ms. 

Westbrook and Nr. Frazier have determined that the Executive office should 
receive copies of the referrals and exhibits. Upon receipt, they will review 
them and determine whether to instruct the U.S. Attorney's office to act on 
them accordingly, or if they should be forwarded to the Public Integrity 
Section of DOJ for further review. I inquired as to the nature of the Public 
Integrity Section and was advised that it is the section of DOJ responsible 
for the prosecution of public officials. Ms. Henneman also advised that t,‘‘ev 
lave made the decision to get the Deputy Attorney General's office involved % 
'his situation, and bring then up to speed. 

: asked her to submit this request in writing, in order to document the 
Investigations file and she responded that she would do so, faxing me a e''*er 
-his afternoon. I've provided her with the fax number and will copy vcu* 
■iceipt of her letter. ^ 

"o briefly summarize the situation to date, I contacted the Executive C"-e 
or U. S. Attorney's on May 13, 1993, at the written suggestion of U.S 
attorney Richard Pence, pursuant to his letter of May 10, 1993 regardi-g ay 
ritten inquiry as to the final disposition of Madison referral #C0004 
.ubnitted on 9/1/92. Nr. Pence advised that the referral had been forvir-ed -o 
he Executive Office by former U.S. Attorney Charles A. Banks due to what **e* 
:eened was a "conflict of interest". This information was relayed to Hs 
{enneman during my first conversation with her. During subsequent calls X 
eceived from Ms. Henneman, she advised me as to her progress in tracking f^e 
hereabouts of referral /C0004, which she finally located and. had forwarded ’ 
:ack to her office on June t, 1993. At that time. Ns. Hennesan advised se t^at 
he decision had been made by personnel in the Criminal Division of DOJ that 
here was "no identifiable basis for recusal of the U.S. Attorney in t*^e 
:astern District of Arkansas", and that the referral would be forwarded back 
o the U. s. Attorney's office in Little Rock. Since that tine, Ms. Hennesan 
as contacted me to follow up on the final disposition of the referral : “av# 
dvised her that this office has not yet received notification of an cpened 
ase, or a letter declining prosecution. During these aforementioned 
onversations, the issue was raised as to further referrals, and whether 
xecutlve Office should be copied on any further referrals to avoid a 
icurrence of circumstances. X received notification of that decision today 
hen Ns. Henneman contacted me, as previously outlined. 

lease let me know if you have any questions. 
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To: 

Cc: 

3cc; 

F ron: 

Subject: 

3at«: 

Attach: 
Certify: 
Forvarded by: 


L. Richara IorioiINVEST-l§RTCKC 
Lee 0. Ausen#IMVEST-liRTCXC 

L. Jean Lewis^IHVEST-l§RTCKC 

/7236 Madison Guaranty Savings 

Wednesday, September 29, 1993 16:22:55 EOT 

Y 



I've received a follow-up call from Donna Henneman with the Executive Office 
for U. S. Attorneys. She spoke with her supervisor. Deb Westbrook, reqardina 
ay request for a written follow-up to her verbal request that the Executive 
Office be copied on all the Madison referrals and exhibits. Ms. Westbrook has 
withdrawn her initial request for copies, and stated that they will qo throuoh 
the U. S. Attorney's office to obtain copies rather than having us cooy t^'eir 
3ffice directly. Ms. Hennenan indicated that this route would not make the u 
3. Attorney's office feel as though the Executive Office was "going behind 
their back" in requesting copies of the referrals. 

5he then reiterated that she would like to be copied on the transmittal 
letters that will be sent with the referrals to the 0. S. Attorney and the 
'BI, with a brief sumaary paragraph outlining the suspects and content of each 
referral. I agreed to her request, and will make arrangements to provide the 
requested summary on the transmittal letters. 

I'll let you know if 1 hear from her again. 
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To: 

:c: 

3cc; 

From: 

Subject: 

Date: 

\ttach: 
Certify: 
Forwarded by: 


Lee 0. Auaen^INVIST-l§RTCKC 
L. Richard Iorio#INVlST-l^RTCKC 

L. Jean Lewis^INVEST-I§RTCXC 

/7236 Madison Guaranty 

Tuesday, October 26, 1993 15:35:28 CDT 

Y 




lust FYI... 

3ased on our conversation this afternoon regarding the OCC's inability to 
ocate their past exams for UNB/Little Rock, I took a shot at a hunch, and 
:ade another call to Cristina Flechas, the attorney for the FDZC in Memphis 
'ho had previously advised me (in response to ay %n:itten request of 6/23) that 
>CC would have been the regulatory agency for UNB during 1986. 

'ristina, so I have learned, is no longer with the FDIC in Memphis. However, 
spoke to her successor, Broderick Nichols, and outlined the previous request 
ith his, asking him if he would do some additional followup just on the off 
hance that the FDIC might have done a concurrent exam on UNB with OCC at some 
oint between 1983 and 1987. I then explained to him that the OCC seemed to 
e having some difficulty in locating their records, and advised him that I 
as informed by OCC that prior to 1991, UNB was actually First National Bank 
f Jacksonville. Well, it turns out that Broderick Nichols is from Little 
ock. What a small world! And he evidently grew up knowing where Union 
atlonal Plaza is and that Union National Bank was, and still is, the largest 
ank in Little Rock. He was somewhat concerned about the fact that OCC 
ouldn't find their exams, and has offered his expeditious assistance in 
ocating any concurrent exams done by FDIC. He's also offered to aid me in 
ocating other potential leads and sources within OCC that might be able to 
ediscover the whereabouts of the UNB exams. He couldn't quite understand hew 
he OCC could lose a $500 million bank. Does this sound familiar?? 

'11 keep you posted. 
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To: 

Cc: 

Bcc: 

From: 

Subject: 

Oatm: 

Attach: 
Cartify: 
Forvardad by: 


L. Richard lorio^IKVEST-imcxc 
Ua 0. Ausan^INVEST-ieRTCXC 

L. Jean Lavish INVEST- 10RTCXC 

/7236 Madison Guaranty 

Wadnasday, Octobar 27, 1993 13:37:23 CDT 

Y 



Just got a call from Donna Hannaman, Ethics Program Managar, Bxacutiva Of flea 
for O.S. Attornays. Sha askad if racalvad a daclinatlon lattar on tha 
first rafarral (C0004) from tha U.S. Attornay in Littla Rock. X told har that 
^a had not racalvad a daclinatlon to data. Sha than advlsad that har 
;uparvisor, Dab Wastbrook, had avldantly had a convarsatlon with U.S. Attorney 
'aula Casay, and that Ms. Casay statad that sha would ba sanding a declination 
attar to tha RTC on that particular rafarral. Ko data was givan, and Donna 
!ld not rafarenca tha data of tha conversation batvaan Ms. Wastbrook and Ms. 
'asay. I asked Donna if she knew tha basis for tha daclinatlon, and sha 
espondad that sha did not, and hadn't saen a copy of tha lattar aither. She 
han suggested that if I do not receive tha lattar of daclinatlon within a 
airly short time frana, to please let har know. 

onna also noted that Ms. Westbrook advlsad har that USA Casay had stated she 
ould **daal** with tha other referrals as wall. 

'11 keep you posted as to any further calls from Ms. Hannaman. 
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CVu/e^ 5 .Artcmry 
Easum l •ict cf Arinnsas 


rTTf- I 


/ba ogia Bat t22B 
LaU Bock, A/^maot 723/0 


October 27, 1993 



Ns. L. JSSA Lsvis 
criainal Xnvsstlgator 
Raaolution Trust Corporation 
4900 Main Straot, Suita 200 
Kansas City, MO 64113 

Rai #7236 Madison Guaranty Savings and Loan 
Criainal Rafarral Nuabar C0004 


Daar MS. Lavist 


Z aa writing at tha raquest ot tha Offica of Lagal Counsal* 
Exacutiva Offica for U.S. Attorneys of tha O.S. Oapartaent of 
Justice to let you know tha status of this rafarral. 

As you know, this referral was raviavad by tha Criainal 
Division of tha U.S. Dapartaant of Justice at tha request of tha 
previous United States Attorney for tha Eastern District of 
Arkansas. Tha natter was concluded before Z began working in this 
office* and X was unaware that you had not bean told until X was 
contacted by tha Office of Lagal Counsel. After receiving the call 
froB Legal Counsel X reviewed tha rafarral, and X concur with tha 
opinion of tha Oapartaent attorneys that there is insufficient 
infomation in tha rafarral to sustain many of tha allegations aade 
by tha investigators or to warrant tha initiation of a criainal 
investigation. 

Although I aa declining to taka further substantive action on 
this rafarral, ay decision does not foraelese future prosecutions 
about tha Betters covered by tha referral or related Betters in the 
event that ay office and the rax are given access to records or 
inforaation indicating that prosecutable cases can be aade. 

Sincerely, 




PAULA J. CASR ^ 
United States Attorney 


CCS Debra ffestbroek 

Office of Legal Counsel 
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itsoiunoM rivsr compohatiom 

tMlTlMntOMi 
tMiortaf 11 m CottIWtMi 



lfev«ab#r I, IffJ 

Th0 ffoiiora^i* f«ui« /. C«<«/ 

QiUf4 stMf9 Aecorii*/ 

OiBtriet ot ArA4iic«« 

F.O. Aojr 

£ieei« Moek, ArkMM^m 72203 

M9t 0723$ MsdiMoa GusrMiity Ssvjjigt S £o«a 
CriMinsI Mtf^rrMl Humkmr C0004 

099T Ma, Ca$9yt 

I hav rac9ivd your Octobor 27, 1993 latfr fgarding abovo captionad thrilt 
and ratarral. On eA« ^«sij o/ coaunanta containad witkin your lattar, I am 
intarprating tA«e corraapondanea aa a formal daelination to proaacuta rafarral 
$00004. rou atipulatad in your lattar eAac eAij mattar uaa concludad prior to tha 
baginning of your tanura aa tba Onitad Stataa Attornay tor tha iaatarn District 
ot Arkanaaa. trior to cA« raeaipt of your lattar, MIC Znvaatigationa vaa not 
adviaad that tha mattar had baan formally concludad. 

Matwaan Saptambar I, 1992 and today* a data, thia of flea haa racaivad a total of 
thraa lattara with ragard to tha aforamantionad rafarral, including your lattar 
of daelination. Tha othar two lattara wara from /iX/5AC Don Mattua, 12/15/92, 
aeknowladging raeaipt of tha rafarral, and from Acting Onitad Stataa Attornar 
Miehard Panea, S/lO/93, adwiaing thia offiea waa unawara of tha rafarral 

atatua aa it had baan forwardad to tha taaeutivo Offiea for Onitad Stataa 
Attornay'a by former Onitad Stataa Attornay Chuck Sanka. 

If thara wara othar docua^anta produead that are ralatiwa to tha coneluaion of 
thia mattar, I would appraeiata raeaiwing tha appropriate eopiaa. 

Tha MTC Xanaaa City Offiea of Invaatigationa will continue if a policy of 
cooperation with both the Onitad Attornoyo offiea and rsx on «ij 

referral related and inwaatxgatawa mattara, making all pertinent racerdt 

aeeaaaibla aa raguaatad. 

Should you have any further guaationa, or if thia office may be of further 
aaaiatanee, plaaae de not il#«xc«e« to contact me at ($1$) 9$$^7237, of if : am 
unawailabla, Superwiaery Xnwaatigator Lea Auaan at ($1$) 9$0^7243 or fiaia 
Inwaatigatiema Officer Miehard lorio at (111; 9$S*7212. 


Vary truly yemra. 



Senior Criminal Inveatigater 


eci Debra Waatbrook/Offiee of Legal Counael 

Lm Miehard lorieflield Xnwaetigationn offiear/KCO 
Lae Auaan/Superviaory Xiiv^atigiicor/JCCO 


4gCOMahSkeef.9tfle20XKonamCMy.b$meud.64n2.(tl6>53h2212 


/IVJO 
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o: 

:c: 


Bcc: 

Froa: 

Subjtct: 

Data: 

Attach: 

Cart if y: 
Forvardad by: 


Jane M. ^anJccvskilOLAIRTCXC 
L. Richard lorio 
Lea 0. Ausan 
Michael X. Caron 

L. Jean UvislIHVEST-imCKC 
rt: nadison guaranty 
Wednesday, November 10, 1993 



N 


Hay you I Just a heads up to let you know that Mika Caron, Senior Criminal 
Investigator, is now the lead investigator on Madison... so anymore faxes you 
send should cone to Kike's attention, and any further communication abo]ut 
Madison should go to him, too. The Powers That Be have decided that I'W 
better off out of the line of fire (and Z ain't arguing), but please let ae 
assure you, that we are leaving you in very capable hands 1 Got any questions 
beyond that, ask Lee or Richard... 


/zVJ/ 
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'c: 

)ce: 

'tomt 

•ubj«ct: 

%tt«ch: 
:«rtify: 
'orvardtd by: 


James R. uudlne#Oper-inv#RTCOC 

Dennis M. CavinavlEXECIRTCXC 

James 6. Thompson! EXECFSCIRTCXC 

A. Bowen Hinton!OLA!RTCXC,Jane M. Jan)covski!OLA!RTCXC 

L. Jeen Uv1s!ZNVEST*1!rtcxc 
L. Richard lor io! INVEST- lIRTCXC 
Madison Guaranty 

Monday^ November 1S« 1993 11:26:54 CST 
WHITEPAP.NAO 
N 



m Thursday, November 11, 1993, there was an article that appeared in the 
ashington Post concerning declination of prosecution on the first Madison 
eferral that was transmitted to the Department of Justice (DOJ) on August 31 


'ontained in the article was information that the referral had been reviewed 
y DOJ and that a decision had been made early on to decline on this referral 
.nd that when Paula Casey US Attorney, Little Rock, Arkansas, in fact issued 
he declination in October 1993, she was simply bringing this natter to a 
lose. 

he document attached /Clearly refutes this train of thought. In fact, it 
ppears that no thorough. review of the document had been conducted as late as 
une 33, 1993, some ten months after the referral had been initially 
ransmitted. It was not until September 29, 1993 that this office was advised 
hat the referral would be reviewed. 

his whole issue night not be important, however, for purposes of credibility 
ith regard to the RTC's efforts in this area, this nemo and attachment are 
ubmitted for. factual clarity. 
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KTC CrUlMl toftrral #C0004 on Nadlton CuAranty SATlngt wai eodpUtod on Auoutt 
31 « lff2» fltaod by itC XAAfAf City XnvoAtlgAtlonn MAA^OMnt ob Sopt«btr X. 
I9f2« And Aont vU cortiflod aAll on Soptonbor 2« 1999f to CbirUd b. lAnko, O.t. 
Attornoy* CAotora Ototriet of ArkAnoAo, And SSA Stovo treno« riX# Llttlo iocb. 

■y AATly fovoobor 1992 • no AtAndnrd wrltton roAponno of prooooitioo or 
doollnAtlon hAd boon fortbcoolng froo tbo O.f. Attomoy'o offleo. Xn old 
POTonbor 1992* tbo lood erioinol lATOotlpAtor OAdo tbo flrot of a nuobor of 
▼orbol roquoito to both tbo 0.9. Attornoy And FIX in Llttlo Hock for tooo foco 
of writton ACknewlodoooont tbot tbo roforrnl bnd boon roeolrod And roriowod. A 
«/ritton ACknowlodgooont dotod Ooeoobor IS. 1992. froo ftX SAC Son B. Pottoo. woo 
roeoirod by tbo lood erioinol inTOOtiootor on Jonunry 4# 1999. Tbio 
oeknewlodgonont ototod tbnt tbo roforrnl bod boon roeolvod. And tbnt fianbor 
^ootiono ohoold bo diroctod to A09A Floyd Mac Oedooo. wbo bod oloo roeoirod tbo 
roforrnl nad osbibito. On JAnuory 7. 1999# tbo lood iOTOOtiootor bod a 
eonroroAtioo vitb AOfA Noe Oodooo in wbieb bo ndrlood tbnt bo onon't ooro tbo 
roforrnl wo otill in tbo 0.9. Attornoy *o offieo in llttlo Bock# nod tbnt if 
preooeutlon eccurrod# it wuld probably bo tbrougb o opocinl Attornoy toot to 
llttlo Roek to bondlo tbo oituotion. 

For four nentbo# tboro wao no furtbor eenounicAtien or eerroopondoneo rocoirod 
by XnvootipAtiono on tbio oottor. Xn a lUy 9# 1999# eonroroAtion botwoo 
XnrootigAtieoo ond tbo 0.9. Attornoy *o offieo# it woo indieotod tbnt roforrol 
FC0004 hod boon *oont to Juotieo in WAohington Alooot on noon on It wo rocoUod 
loot Soptonbor*. On Hoy 4# 1999 Xavootigotiono oont o writton inwiry to Acting 
0. 9. Attorney# Biebord N. Foneo# roguooting tbo ototuo of tbo roforrol. On Hoy 
12# 1999# XnrootigAtiono roeoivod a lottor froo Nr. Foneo (dotod Nny 10# 1993) 
•toting that feroor 0.9. Attornoy Chorion Bonko bod dotominod tbot bio effUo 
bod A conflict of intoroot with conducting on inwotigAtioo or proAoeutlng 
crioinAl chorgoo routing to roforrol FC0004# ond bod ooot tbo roforrol tad 
osbibito to tbo Offieo of logoi Counool (*01C*)# Isocutivo office for o.f. 
Attornoy* 0 # 0. 9. Juotieo Ooportaont# Noobingten 0. €• Bo ototod tbot toy 
furtbor inguirioo on to tbo ototuo of tbo roforrol obould bo diroctod to tbot 
offieo# providing o phono nunbor in Wnohington P. C. 

An ouggootod by Nr. Foneo# the lood invootigotor eollod tbo OIC on Nny 19# 1991. 
Tbio initiotod A oorioo of 19 phono collo botwoon tbo ObC ond Xovootlgotionor 10 
faking pUco botwon Nay 19 and Juno 29# 1999# and flvo trAnopirlag botvMo 
Soptonbor 29 and Octobor 27# 1999. Tbo nn)ority of tbo on colli wro iaconing to 
XnvootigAtiono# and provided inf emotion ao to tbo progrooo being nado witb 
regard to leeating and dotomining tbo ototuo of tbo roforrnl. 

The Juno 23# 1999 convorootion botwon Xnvootigotiono and OIC indieotod that tbo 
docioien hod boon node to return tbo roforrol to tbo 0 . 9 . Atto rne y in little noet 
AO tboro wo *no booio for rocuool of tbo 9. 9. Attorney* and opnoront *lack of 
conflict of intoroot.* Poring o convorootion on Soptonbor 29# tm OIC inguiroo 
AO to tbo *finol diopooition* of roforrol FCOOOd. They wro odviood by 
Xavootigotiono tbot no fomol notification bod boon roeoivod of oitbor a 
docliaotion or intent to p rooo e nto. Xnvootigotiono tbon odviood MC tbot tboro 
wro additional coforrolo pondingf CCC tbon roguootod tbot Xavootigotiono ronau 
in contact vitb tbo OIC regarding furtbor eoonunication frea tbo 9. 9 . Attornoy 
in little Book. 

On Boptoabor 29# 1999# tbo MC contactod Xnvootigatieno and odviood tbnt 1) tbo 
Poputy Attorney donornl'o office bod boon odviood of tbo oitnntion nad 2| that 
tbo ponding and prior roforraln wold bo roviowd and n dooiaioa ando ao to 
ubotbor or net tboy bo forwrdod to tbo Fublie Xatogrlty foot ton of Jootico aad 
roviowd for petontini prooocotion. A verbal r ogooot wo tbon node by 9IC that 
tboy bo copied on tbo trononittol lottoro to tbo 9. 9 . Attornoy aooonnoayiag tha 
non roforrola# aad tbot tboy bo furtbor provided uitb n ounaory of oom referral. 


/Z¥J3. 
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Thm nin« n«w r«f*rrals w«r« autalttad to tho 0. S. Uternoy and rtx in Littlo 
Kock on Oetobor •» 19f3. On Oetobor 13, 19f3, tho Offlco of Looal Counaal win 
provldod wiU eopioo of tho tranaoittal Uttora, and tho ra^oatod auMarUt on 
aaeh cafarral. 

On Oetobor V9$ lff3, tnvaat Loot Iona racalvad a call freo OLC Inqulrlno at to 
whathor or not Invaatlgaeiona had racalvad a daellAacloo lattar on rofarral 
#C0004| tho raaponao wao *no.* Xnvaatloatlona wan adalaod that O.t. httoraoy 
Paula Caaay had adviaad tho OLC that aha would bo aandlno a lattar of daellaatlon 
to PTC Xnvaatlgatlona. 

on Hovanbor I, lff3, Xnvaatlgatlona racalvad a lattar datad Oetobor 37, lff3, 
freo O.i* httornay Paula Caaoy atating that tho dlapealtlon of rofarral fe0004 
had boon eoneludad prior to her taking office, and that oho *eoneurrad with tho 
opinion of tha Oapartaant atternoya that tharo la Inaufflelont loferoatlon... In 
tho rofarral to warrant tho Initiation of a crininal invaatigatioo.* 

on tfevanbor ll, lff3, MC Xavaatigationa laarnod through an article la tha 
oaahingtoo Peat, that Paula Caaay had racuaad haraalf and har ataff fren any 
furthar daaling with tha Madiaon rafarrala. 


/ZV3V 
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To: L«« 0< • .i*n(INVEST-imq(C 

Cc: 

Bees 

ProBS t. Jtan UvlsIINVEST-lfRTCXC 

Subleet: 

D«t«: Noiid«y« NoveibM: XS, 1993 17:27:91 CST 

Attaeh: 

Certify: H 

Porverded by: 



A fev coBBenta vitb ra^ard to our eonvaraation tbia aftamoon about tha 
pending Beating vitb Donald Maekay and bia ataff on 11/22. 

You knov, Bicbard kno«fa, Donohue knova, Nika knova« and Z know that Nackay la 
net coBing hare to look at racorda. Cut to the bettOB line. Ra ia coning 
hare bacauaa be vanta to be convinced that there either ZS or ZS NOT a vary 
good case behind thoaa referrals. Ha isn't coning specifically to discuss 
subpoena conplianca, because he hasn't opened any cases yet. He's coning here 
to evaluate us, our work, and to try and decide just hov good this case is, 
and hov he can best deal with a very sensitive political situation. What 
would be easiest for hin is to decide that, after neeting with RTC 
Investigations, he can conclude that there is no nerit, and has 
accordingly advised Investigations that the natter will be dropped. Zf va 
ion't convince hin that these referrals are exceptionally solid, veil prepared 
and supportable cases, then there is very little doubt that he will dispense 
with this situation in very short order. 

Regardless of stated agenda, and regardless of whether or not Z'n in 
attendance, he's going to try and sake an objective assessnent based on what 
is presented to hin during the neeting. Zf that's the way the neeting starts 
aut, then you better pull out all the stops to support the work ve'va dona, or 
'.hat's the last ve'll hear of the Madison investigation. That's ny instinct 
:alking, and so far, it's been pretty nuch on target. 

Uchael is extreaely knovledgable about Madison, and very capable of handling 
:he situation. Z would not do hia the injustice of thinking otherwise. But 
.nternal political crap notwithstanding, if this neeting is going to turn into 
I turkey shoot, then you are going to need every loaded gun you've got to 
issist you in convincing this apeciel prosecutor that the case is as good as 
.t looks on the surface. And yes, we have strong docuBsntation to support 
.he allegations. But what's beneath the surface, including 'where ve looked 
tnd why, who's tied to who, whs's in business with who, who got paid for what 
•nd where all the internal and external ties are, isn't ia writing. It's in 
ay head. 

've had By say. The deeision is up to you and Richard. 


/z¥JS 
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me 


iisoiyriOM ffi/if coi^cfAfiOM 
iMtMMlWCfWl 
Kto rt ^ t 1W C tt lWmi 


December 21« 1993 


Mr. Bill C Houston, Regiooil Director 
Division of Supervision 
Federal Deposit Insurance Corporation 
5100 Poplar Avenue, Suite 1900 
Memphis, Tennessee 3S137 


Re: 





Dear Mr. Houston: 

The Resolution Trust Corporation's (*RTC) Kansas Qty Office of Investigations is cunently 
conducting an Investigation into matters relating to an insolvent Little Rock, Arkansas 
savings Sl loan. Significant evidence points to the possibiUties of loan "parking*, loan 
"sv^apping", insider abuse and collaboration between specific borrowers and the prindpals 
of the BankIBmHHV* instimtions in4l(BHM||ABBli[f and Little 
Rock, Arkansas including the aforementioned insolvent thriftn^rder to expedite this 
investigation, 1 would appreciate your assistance in providing this office with copies of the 
Reports of Examination (*ROE") from 19S3 throu^ the noost recent exam for the above 
captioned institutions. 


This written request is made pursuant to the terms of the Agreement Regarding 
Confidential Information between the FDIC and RTC, as signed by FDIC General Counsel 
Alfred J. T. Byrne and RTC General Counsel Gerald L Jacobs, effective January 1, 1992. 

Should you have aiqr questions or require additional information, please do not hesitate to 
contact me at (S16) 968-7191. Your expedited ^tention to this matter is appredated. 


Very truly youra. 




Michael E Caron 


Sem'or Criminal Investigator 
Office of Investigations 


cc L Richard lorio/Field Investigations Officer/KCO 
Lee Ausen/Supervisory Investigator/KCO 


4QOOA4ohSy^0i.SU0^2OaKdnoiC9y.imajHL&4IIZai^l-22l2 
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To: 


:c: 

)ce: 

PrOB! 

Subjoct: 

3ato: 

\ttaeh: 
:«rtify: 
*orvard«4 by: 


Jana M. Jankowski lOLAiRTCXC 
L. Richard lor iof INVEST- lIRTCXC 
Ua 0 . AusanflNVESr-llRTCXC 
Mlchaal X. Caron! INVEST- lIRTCXC 


L> Jaan LavislINVEST^IR TCXC 
Thursday, January 6, 1994 18: 12: OS CST 


Y 



liis is just to advisa that aar liar this avaning, X raesivad a call froa 

vho startad out bar call with ”I'va baan Had 
o by tha Justiea Dapartaant". X advisad har that X could not of far any 
oaaant* but that I would listan to what sha had to say. 

ha St a tad that har sour cos froa DOJ, who wars thara during tha and of tha 
ush Adainistration, had advisad har that tha original RTC rafarral was takan 
uch aora sariously than tha public has baan lad to baliava, and that whila 
hay baliavad that tha Clinton's daCinitaly stood to banafit froa tha allagad 
hack kiting activitias, thay aay not hava had sarious criainal culpability, 
hay also advisad har that tha rafarral was laft in Littla Rock to prosacuta 
y forsar USA Chuck Banks, bacausa for Washington to bo involvad would look 
too political.* Sha said that thay (har four OOJ sourcos) all told har that 
hara was no basis for racusal, and no conflict of intarast in Littla Rock. 

ha than advisad that Justice soureas today infomod har that it was lina 
taff attornays in tha Crininal saction of DOJ/DC that dacidad tha rafarral 
arrantad no furthar invast igat ion, and instructad Paula Casay to daclina. 

la also notad that har previous DOJ sources had said that aftar tha Clinton 
isinistration case into Washington, thara vara roadblocks put up around this 
sfarral, and that it had baan their opinion that the RTC staff was attaapting 
3 do a lagitinata Job, but was being styniad by parsonnal at Justiea for soaa 
sason. Sha asked sa if it was true that tha Clinton's vara nanad as 
itnassas on tha rafarral; X daclinad connant. Sha askad na if it was true 
lat tha RTC had not baan notified for nonths aftar tha rafarral was allegedly 
iclinad by tha staff attornays in DC; X daclinad conant. 

told har that sha would hava to call you (Jana) in Publie Affairs for any 
iditional infomation, and sha advisad so that sha 'd already talked to you, 
id get no inforsation. Sha stated that sha understood that X was in a 
.ffieult position, for %ihieh X thanked har, and tha conversation ended. 

found what sha had to say vary interesting. In tha future, X'll coaply with 
.chard and Lea's wishes that X not even listan to what a reporter has to say, 
id just offer a no connant. However, whan sonaona starts out with *X'va 

an lied to by the Justies Dapartnant”, it's hunan nature to wonder whether 
* net its true. 

^us andath tha lesson. 
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January 1993 


This docuatnt Is a racap of a phons call th at I Just rscslved from 
■■■■■■■I, rtportsr ■■■■■■■■[I# vhoss opsning consant 
vas ”I*vs just boon Had to by tha Justica Oapartsant." My cossant 
was that. I would not ba abla to raspond to any of har quastions, 
but that Z vas fasclnatad by tha fact that aha thought aha* d baan 
Had tO| so Z would llstan to what sha had to say. 


Sha outlinad har cradantials, stating that sha'd writtan a book on 
drug trafficking^ and had covarad tha "paanut loans”, Bart Lanca, 
Billy Cartar, Jiany Cartar and tha najor govamnantal agancias 
during tha Cartar adainistration. 

Sha*d baan advisad that Z vas tha invast igator on tha casa, and 
wanted to know which of tha stories she'd been told by her sources 
at Justica vara corract. Evidently, sha had four fonar Justica 
sourcas who vara thara during tha Bush adainistration, and that had 
been there when Chuck Banks sent tha rafarral to Washington. The 
story they told her vas as follows: 


• Tha rafarral vas originally sent to DC as an "urgent report” 
for tha Attorney Ganaral's review, due in part to tha 
political sensitivity of sons of tha identified naaas, stating 
that Banks fait his office had a confict of interest. (This 
coincides with what ay latter froa Richard Pence states, and 
what Donna Hannaaan told aa during our aany conversations on 
tha vheraabouts of tha rafarral). Thara are conflicting 
stories about why Xaanay wrote tha aaao rafarancad in the 
Schaidt/Isikoff story of 1/S; her sourcas stated that when the 
RTC referral was rayiawad at Justica, it vas taken such aore 
seriously than tha public has bean lad to beliava, and that 
they believed that tha Clinton's stood to benefit from the 
check kite although they nay not have had serious crisinel 
culpability. Sha asked if it vas true that tha Clinton's were 
naned as witnesses on tha referral; I told her no coaaent. 


Sha said that har fonar Justice sources advisad har that 
Banks had never recused hiesalf , and that CZO/OOJ DC left the 
referral in Little Rock and told Banks to prosecute, because 
1) thara was no conflict of interest, 2) there was no basis 
for recusal, and 3) that for Washington to gat involved would 
"look to political” since it was right before and after the 
*92 alaetion. Her sourcas also indicated that OOJ now saeas to 
ba deliberately eaking it look like the rafarral was "vague* 
and "aabiguoue”, and not to be taken seriously. 

Sha stated that har sources told har that it appeared that the 
RTC folks ware lagitisataly trying to do their Job, and had 
lagitsate concerns relating to the allegations contained tha 
rafarral, but that whan the Clinton adainistration case in, 
soaabody started putting up roadblocks on the referral, and 
har sourcas didn't know where it vas coning frota. 
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• H«r carrtnt Justict sources stats that it was the 11ns staff 
attomsys in CID/DOJ DC that nads ths dscision ssvsral months 
ago that ths referral warranted no further investigation* and 
instructed Paula Casey to decline accordingly; however* the 
PTC wasn't notified for nonthe* which should have been 
corrected. 

vent on to ask several questions* all of which Z 
replied Z could not answer* and referred her Public Affaire and 
Jane Jankowski. She stated that she'd already talked to Jane* and 
that it had gotten her nowhere. She asked if Z knew anyone else 
that she could talk to* or if anyone that had left the RTC would 
have any inforeation. Z stated that there were no oases that Z 
could give her other than Jane Jankowski in Public Affairs. She 
then asked se if it was true that the RTC had not been notified of 
the referral declination for several sonths after it had been 
allegedly declined* and I told her no comsent. 

She said that she understood that I was in a difficult position* 
and but that she needed all the help she could get. Z thanked her 
for understanding the difficultly of sy position* advised her that 
Z understood that she was only trying to do her job as a 
professional* but that Z could not professionally or ethically sake 
any consent about the investigation. She offered her phor.e 

numbers* which Z did not write do%#n. She thanked ee for ay tiae* 
and hung up. 

My overall inpression of this conversation was that she is very 
close to the heart of this story* and that she is aleost on top of 
the "white paper* chronology outlining the sequence of events and 
communication between DOJ and RTC on C0004. 


Lee Au sen was present for the entire conversation that Z had with 
and suggested to me shortly before the conversation 
ended that Z terminate the call with a "time out* gesture. He and 
Richard Zorio both advised that if she included anything in her 
story regarding that fact that Z'd even listened to what she had to 
say* it would look bad for the RTC* and recommended that in the 
future* Z not even listen to what a reporter has to say. 


Z advised then both that 1 felt that listening to what 
had to say provided valuable information* and that there was no 
point in being rude to the press* anymore than there was any point 
in being rude to Justice or the FBX. "No comment* does not have to 
be offensive. Z further stated that X would never do anything to 
undermine that efforts that the RTC has made* or take any action 
that would question our credibility or integrity* let alone do 
anything to compromise the investigation on which Z have spend the 
past two years as the lead investigator. 


Z concurred that in the future* Z would simply send the reporters 
to Public Affairs. However* Z am very much inclined to believe 
that* on the basis of ay personal* and documented* knowledge of 
what transpired during the conversations Z had with Donna Renneman 


/2VS9 
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of OOJ/Offico of Legal Counsel /Ethics section, that 
is not far from the truth: it's beginning to sound 
or multiple **soaebodies* are trying to carefully control the 
outcome of any investigation sorrunding the RTC referrals, and that 
the beginnings of a cover-up may have already started months ago. 



/Z¥*/0 
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To: 

:c: 

3ce: 

*roa: 

>ubj«ct: 

\ttach: 
rartify: 
*orv«rd«d by: 


L. Richara Zorio#XNVEST-10RTCXC 
Dennis M. Cavinaw#Assets-fa0RTCOC 

Janes R. OudlnefOper-inv^RTCOC 
Madison Guaranty 

Tuesday, January 2S, 1994 14:18:27 CST 
K 

L. Richard Zoriol INVEST* liRTCXC 



rouents by: L. Richard Zorio# invest* if RTCXC 

*orvarded to: Uo 0. Ausen# INVEST* if RTCXC 

fichaol X. CaronfZNVEST-lfRTCXC 

.. Jean Lev isf INVEST- If RTCXC 

renneth N. roustfZNVEST-lfRTCXC 

;ary M. Oavidsonf invest* if RTCXC 

arrell 0. Oentonf INVEST* if RTCXC 

onuMnts: 


YI. 


[Original Message) 


t the request of General Counsel Xulka and Deputy CEO Ryan, PLS and The 
ashington office of Investigations have established a teas to ascertain if 
ny liability claims remain viable 4s a result of the recent legislation 
xtending the statute of limitaions from two to C^ive years. In this casa 
esurected statute expires at he end of February ,1994 • 

ary Watts of ny staff, assisted .by Ton Murray will be visiting your off ica 
nis week and next. Please give then access to all records and workDaoers 
nd to knowledgeable members of your staff, including records and documanca 
nat are covered by a Federal Grand Jury Subpoena. 

ary and Ton will be working with a taam of PLS attorneys heeded by sr 
ounsel Mark Gabrellian and including Terry Arbit, Jin Igo, April Sreslaw 
arl Gamble end Suaanne Rigby. The objective is to complete the review of 
laimm potential by next week. In addition the team will assist in conpiUno 
detailed history of events, including the criminal referrai and documant ^ 
ontrel issues, to assist RTC management in communicating in a factual and 
nified way to Treasury and Justice officials, the special counsel and to 
opropriate committsss and members of Congress. 
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To: 


Cc: 

Bcc: 

Proa: 

Subject: 

Data: 

Attach: 
Certify: 
Forwarded by: 


L. Richard loriof INVEST-lRRTCXC 
Ue 0. AusenRINVEST-lfRTCKC 
Michael X. CaronflNVEST-lIRTCXC 


L. Jean LevisflNVEST-lRRTCKC 
U.S.Atty's Office/Little Rock 
Monday, February 7, 1994 9:41:03 CST 

Y 



Thie ie to advise you that XWe had a conversation this aorning with AUSA 
Fletcher Jackson of the U.S. Attorney's office in Little Rock. Z called Mr. 
Jackson last week to aake an inquiry regarding Independence Federal Sa vings in 
Batesv ille, Arkansas, out of which he had prosecuted a case regarding 
Duane Kepford sent ae a aeao quite soae tiae ago about another 


in having done a prelininary review of Independence, that Edney was given 
imaunity for cooperating. I called Mr. Jackson last week to verify that fact, 
which he in turn did verify when he called back. 


Mr. Jackson called Friday afternoon, and as I was out of the office, 1 
intended to call hia back this morning. Before Z had the opportunity to call 
hia, he called ae. 


We discussed ■■■■IHI, and he then changed the topic by asking me if 
Steve Irons had told me last fall not to talk to Fletcher. Z told him that i 
preferred not to answer the question. He then stated that he "didn't have 
*^uch use for either Steve Irons or Gretchen Hall", and wanted to know wnat !'d 
oeen told. I advised hia that Steve Irons had told me last fall that he 
thought it was a good idea if we (being Steve and myself) didn't talk to each 
3ther for a while about Madison. I further added that it had been suqgested 
CO me by my management here that any questions directed to me by the u.s. 
attorney's office should probably come through Steve Irons or another fSX 
agent, and that since the PBZ was ay most appropriate contact, Z should funnel 
response s to any questio ns through them. Mr. Jack son made a comment that he 

he was looking 

soae input from ae. He didn't get any. 


Me then added that he'd spoken to Jeff Cerrish recently, and that Gerrish .as 
"absolutely astounded* that nothing more was ever done criminally with 
iadison, beyond the Castle Grande transaction. He asked if ae if knew who 
lerrish was; Z advised hia that yes, X knew Jeff Gerrish, and no, I was not 
sware of Mr. Cerrish's opinions regarding the prosecution of criminal acticrs 
)ut of Madison, and that Z'd formed ay own conclusions on that point, and 
:hat's where they would stay - ay own. I then advised Mr. Jackson that : i;d 
tot wish to discuss Madison Guaranty, and we could change the subject, or *'ang 
jp. He persisted, and Z explained to hia that I'd developed a respect for 
luring the past 2 1/2 years, and that out of respect for the working 
relationship we've previously had, Z wasn't going to talk about Madison. 

;hen hung up after a coridal goodbye. 
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To: 

Cc: 


Bcc: 

Proa: 

Subject: 
o«tai 
Attach: 
Certify: 
Forwarded by: 


Thoaas L. HindesILeqal-pIsCRTCOC 
Jaats R. OudinefOper*inv#RTCOC 
L. Richard Xor lot INVEST- l^RTCXC 
Glen A. Ptnrose^EXEC^RTCXC 
April A. BresIawPLeqal-plslRTCOC 
David G* ElsensteinPLegal-pltlRTCOC 
Russell F. KaufaanlLeqal-ExecIRTCXC 
Philip J. AdamsPLEGAL-PLSiRTCXC 

Julie F. YandalLEGAL-PLSPRTCXC 

Visit froa OCOS re: Madison 

Wednesday, January 5, 1994 15:59:3P CST 

N 

L. Richard lor lot INVEST- 19RTCXC 



Connents by: L. Richard tor iof INVEST- if RTCXC 

Forwarded to: Ue 0. AusentZNVEST-lPRTCXC 

L. Jean Lewis# INVEST- ItRTCKC 

Michael X. CaronlINVEST-KRTCXC 

Jane M. Jankovski«OLA#RTCXC, ban 

Conunents : 

FYI. This is way out of line. I have already contacted WDC and 
filed a formal complaint. 


— . — [Original Message] — — 

Today at 1:30 p.e., Russ Kaufaan and X received word that OCOS wanted to talk 
to us about the Madison Guaranty "investigation". We met with representatives 
}f both WDC and XCO OCOS: Leonard Neveark (WDC), Michael Kohn (XCO) and a 
third individual whose naee X cannot now reaeaber. When Ruse asked who had 
sent thee to talk to us, Mr. Neveark replied that It had been hie supervisor 
vho had sent thee and who had instructed thee to be "proactive” In dealing 
^ith the issues this case would raise. Mr. Neveark indicated that they wore 
lot conducting an investigation, but rather an "inquiry". 

The first question they asked was who had eade the crlelnel referral on 
ladlson Guaranty. Russ indicated that the referrals were eads In accordance 
vith RTC policy and coeeitted to providing Nr. Xohn with a copy of the RTC 
^llcy. There was no further discussion of the referrals. 

rhe second series of questions they asked dealt with what they characterized 
IS "fitness and Integrity* issues concerning the Rose Law Flra. First, they 
tsked what Investigation PLS had done into the representations the Rose Firs 
lad made to state regulators to convince the regulators that Madison should 
*esaln open. X replied that PLS only investioates issues dealing with 
irofesslonal malpractice and that such inquiries would be made only in the 
:ontext of conflict of interests issues involving outside counsel. X then 
explained that this case was not regionalized and that April had served as the 
'LS attorney on this case. Second, they asked vho was the PDXC "conflicts 
:ontact” on this case. Third, they asked vhat information we had concerning 
.he audit report the Rose Firm had used to convince regulators that Madison 
hould remain open and then later relied upon in a malpractice claim against 
rost k Co. Again, X told them that I had no Information concerning these 
ssues. 

/zVVV 
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Our discussion lastsd no mors than 10 ainutss. Russ and I than called Richard 
lorlo and dlscusssd with hia ths substancs of our conversation with OCOS. 
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ROSE LAW FIRM 
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itt a. tAUMt 
VIM «wM9ca a*a» 
a. •«¥« ow f oa. vM. 


cownatk 

•aaavcB v a«aaau 



Mr. JwMt B. McOouBsl 
Chaiman of tho Board 
Bank of Kingston 
101 Public Square 
Xlnqston, AR 73742 

Dear Jiaii 


Pursuant to your discussion with Hillary Rodhaa 
Clinton, Z aa onclosino harawith a copy of our fins 
statanant, dated Dacaabar 23, 1901, covarino services 
rendered in connection with the aatter of the First 
National Bank of Huntsville v. Madison Bank and Trust. 

Very truly yours, 

Ce Jo Giroir, Jre 

CJCjrtSG 

Bncle 


/2.yv4 
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inaccountimtn 


^OSt LAW f IRM 

1 10 UfT rouATM tnwcr 
Umi ROCK ARKANSAS 72201 
FHONCSOI 27SSISI 


Mr. Jamos B. MeDougal 
(^airman of tha Board 
Bank of Kingston 
Kingaton, AB 72742 


Dacambor 23, I9BX 


Tsm idtntifittticn nwmk^f 7/-(Miltf/4 


fOK LEGAL SIKVZCE8 AMD PMOPB8SZONAL AOVZCB 
randarad by Viacant Foatar, Jr. , Carol Arnold 
«nd Mary Bilan Ruasall aubsaquant to our 
billing datsd Daeaabar 23, 19B1 through May 
IS, 1912 in connaction with tha mattar of 
First National Bank of Huntsvilla v. Madison 
Bank and Trusti Madison Chancary IE-81-112— — — — 

COSTS AOVANCEO SUBSEQUENT TO OUR BILLING DATED 
DECEMBER 23, 1981 THROUGH JULY 31, 1982t 


Long distanea talaphona $ 91.17 
XaroB chargas 21.40 
Extraordinary postaga 1«S€ 
Packaga dalivary axpansas 8.70 
Suprana Court Clark 100.00 
Conputar Rasaareh 92.70 
Travathan Printing Conpany S80.10 


Total costs——— 
TOTAL FEES AND OOStS 


CJG/gg 


8 5,000.00 


I 893.83 
$ S. 893. 83 


/^y/7 
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MEMORANOUH 

Ftbnury 7. 196$ 

TO: Govtrnor Sill Clinton 

EMM: Jia NeOouQol 

Kothy eollod ytsttrday to ask for ny racoanandatlont for two pMpu 
to fill tho vacanclts on tht Statt SavinQs and loan Board. 

for tut Industry position froa tn# 2nd Congrosslonal District. I 
recoomand John lathaa, who is chairaan of tho board of Madison 
Guaranty Savings and Loan Association. Mr. lathw 1s a CfA and a 
licansad attomay. Ha Is a aajor contributor toj^r caapatgn. his 
board /)f diractors is SOS Slack, giving his institution th« lar^ast 
nlnority raprasantation of any financial institution in tha stata. 

for tha consumr position fron tht 4th Congrassional District. 1 
raconsand Or. Jarry Kandall of Candan. Or. Kandall is a popular 
figura at Candan. His ulfa. Nancy fron Magnolia, is widaly and 
favorably know. Thair eonplata support of your adninistration is 
a cartainty. 

Dill, wa art down to only about 1$ stata charurad savings and 
loan institutions and I an about tha only ona around who has' any 
intarast in this boaN. 

Jm/ss 








Otctnb«r 12. 1984 


Nr. Ron Proctor 
CltUons 84011 
P. 0. 801 2«l 
Pltppln. Arkansas 72634 

Otar Ron: 

I havt boon unsucctssfol' in trylnp to.noot wttn 
8111 and Hillary to sign tha nott ronowat. I 
havo forwardoR to tbtn by nassangtr this norning 
tho noto and an anvalopa with vhlch to forward it 
to you. 

each Month wo will deposit Into our account at 
Fllppln an amount sufflciant to cover the Monthly 
payment. 

Thank you very ouch for your patience and tolerance 
in this natter. 


f 


8. NcOougal 
NHITEMATCR OCVCLOPHCNT CO. 

J8NeO/rm 



I MM*eeeer>i~T 
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MEMO^ANDVH 

April i|. 1985 

TO: John It than 

fXOH: Jim HeOouftl 

X vant this profarrad nock Mttar elaarad up lanadlataly as X 
naad to go to Waahlniton to sail stock. 

JH/sa 




\ 

/ZV5<7 
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MEMORANDUM 


Ftbrutry 


TO: John LtthAB 

PROM: Jia HcOoufai 


SUSJCCT: Harvay 8tU Cars 



Ha wants us to do a Itaslns arranfeotnt on ^Va funaraX cars. Pleasa 
asslfn soaaona to discuss this with hia. Mis nuabar is 376-1600. 

Proccad with your idea on tha subordinated notas. Va naad to aaka 
a dacision on Madison Bank 4 Trust. 

Z naad to close on ay house loan and coaaarcial loan pronto I 
JM/ss 


I MO 0000071 1 





J4nuif7 7» 1985 


MEMO 



1. S«t M about Stovt 3oith and Holla Royeo. 

2« Tou, Grog, and Z ntad to diaouaa Saeuritlaa Llctnao. 
First Soutn has ona on by Its Sorvieo Corporation. 

3. Ask Crag hov wo gat a oarkat survay for shopping oantar. 

t. Wa naad to Ulk about how to handla first payaant on tha 
90-day plan. 





Jia 

JM/db 




I 



MEMO 


July 11. 19es 

TO: John Lothia 

rnON: Jim HeOoufal 

1. This la poobably t cood tlmo to Uko in ao«« 5-ytar 
aonty ehtap. Lot'a dlaeuaa ratta. 

2* I natd to knev ovorythin^ you havt ponding baforo 
tht Soeurltloa Cooaiaaion aa I intand to gat with Hillary 
Clinton within tha naxt ftw daya. 

JM/aa 


/2.i5S 
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skon 

73^121. 


Brings In 
Whitewater 
Counsel 
For Hearings 

ltyGlcMiR.SIn|aoa 
SeoMe Banking Democm have hifed 
Boftoo ailoniey J. WUliain Codinha ai thdr 
ipedd coua«l for neu month's heatings on 
the Whileiraier scandal 
Cndinha, 46. smnd ai sneial counsel to 
the SenaiB Select Coonmtiee on POW-MIA 
AfMn and is a kMigiime friend of Sen. John 
KenyCE^MiX 

IbeMoney.whobeadilbelihgMionde- 
pMDBot at Bonon's Mbody A Brown, was 
daacribed by HiB tounet as even-handed 
■ni a mediodfoal qneslioocr. Among the 

Codinha, who gaoe 
$500 to Dole's 
Casnpaign America, 
says he is a Democrat. 


individnals be has deposed are 
IUm BerotandHeroy Kminger. 
in an mterriew Frid^. Cot^^ 

plOR foaWhlKwMBroooatovcf sy. However. 
hahroyecronieeiwifoCliainnni Don Riegle 
(D-MW md other panel memben to (hs- 


CodfobaoonBiMiBd SSOO last Novcobcr 
to Caavaign AoKfici, the political action 
ooaHinae of Sanaia Mfawciiy Leader Bob 
Doia qt-W 

Ha daribaidrodlKnw the contribution bat 
dUaayheisaDanocns.Anoffaisotlieroon- 
in the last six yean have been 10 
Sens. Charles Robb 
(Va)andTedKauM|y (Mass), rod Bob 
aey(Neb).Hegave$1.2S0ioKetiy in 1990. 

Codhdia and Keny met about 20 yean ago 
Inin hfidileaa County, Mass., dtei^ 
nay*s oflfoe. liiiere Codinha preceded 
as fhnasainart DA and headed the trial dm- 
afon.HebnsiriedcwlOOjuqrtrials,uiclud- 

The fint daee days of Senate hearings on 
Whiiawrov aaa leoMively schadaled fbr July 
27. 28, and 29. conaaitiee soufoes said last 
An a dd i ti o n al three days aie being 

Ttae was no word last week on whether 



! 


I 

I 


I 
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Ellen B. Kulka 

General Counsel 
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Office of Thrift Supervision 

Depanmtnc of dit Treasury 

1700C Scrttc. N.W.. WaihiniK^n. DC 20S52 • (202) 906^590 


OiTtc: 


Ksreli U, 1994 


The BonoratXe Jims Leach 
■anlrlm Siaority Keabes 
Coaiittee on lank1ng» Fliiaiice» ^ 
and Urban Affatra 

Ohiced States flouae of lepreaentativea 
Vaahingtoa, 0. C. 20515 

Dear Congreeanaa Leacbt 

I an vrltlag la teapease to youc letters of Kareh 7 and 8, 1994. 

Both letters reiterate your earlier requests for doeuBeats related to 
Kadison Guaranty Savings aad Loaa and Its auhsidiarles that are in the 
poaaessioa of the Office of Thrift Supervision (OTS). 

Over the past three aanths. you aad X have eachaaged several letters 
regarding these requests, sad our staffs have had esteaaive discussioos. 
This agency has atteapted to be as responsive as it caa, ceasisteat vith 
applicable lav and th# established policy of the banhing ageacies 
regarding the release of confidential infocaatioa. I regret that the 
results have not been satisfactory to you. 

The principal issue on vhich X believe «e disagree is vhether it is 
appropriate to provide confidential supervisory aad eraainatioa aaterlals, 
which contain sensitive iafocaatioa coacemiag insured institutions, to a 
Mdaber of the House of iepresentatives in the ■bsence of a request froa 
the Banking Coaaittee or its Chaiiaan. Chairaen Con s al es has inforaed us 
in a larch 10 letter that yeur requests do net coostitate a Inle X 
or Inle XX investigation under Bouse Bales. 

Xt is the longstanding policy of OTS aad the other banking ageneles 
not to release such naterials, except under very Halted cireunstaaces. 

As X aentioBsd in an earlier letter, there are tvo reasons for this. 

First, the confidential nature of the exaaination process facilitates the 
free flov of infotaatioa between savings institutions and exaainers. 
Second, esaainers are encouraged to express freely their conclusions to 
their supervisors about exaained institutions, and the confidential oature 
of the reports pervits then to do so. As the heads of the banking and 
thrift agencies said in a Joint letter dated July 30, 1991, on this issue. 
"(cJoncosB that exaaination reports night be publicly released at soae 
tine in the future would inhibit candid discussion in the exsaination 
rsport of SB instltttcien's probleas sad would lead depository insticutions 
to deny or rationalise identified probleas rather than adait and correct 
then." 


/29i7 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


John E. Ryan§CE06RTCDC 
Ellen B. KulkaiLegal'SCiRTCDC 
Stephen J. Katsanos§Coiiim§RTCDC 
Peter E. KnightecxSReRTCDC 
Wllliaip C. Collishaw@Legal-ra@RTCDC 
James M. Barker§Legal-sc§RTCDC 
Mark P. Hileman§Legal-lit§RTCDC 
Thomas L. Hindes@Legal-pls6RTCOC 

Mark Gabrellian§Legal-pls§RTCDC 
Madison Guaranty Savings & Loan Assoc. 
Friday, March 11, 1994 13:59:50 EST 

Y 


The RTC has agreed to produce to the Independent Counsel 
investigating potential federal criminal law violations arising out of the 
operations and subsequent failure of Madison Guaranty Savings and Loan 
Association and its related entities ("Madison Guaranty") the same documents 
identified in the federal grand jury subpeona served upon, among others, the 
Deputy Secretary of the Treasury. 

In order to comply with the Independent Counsel's request, it is 
important that you and your staffs take all appropriate steps to search for, 
compile and forward to my attention any and all documents (whether typed, 
hand-written or electronically generated) that constitute the following: 

Any and all documents and/or communications referring or relating 
to any criminal referrals made by the Resolution Trust Corporation 
about or regarding Madison Guaranty Savings & Loan, its subsidiaries 
or affiliates. 

Unfortunately, time is of the essence. Accordingly, I would ask that 
this request be forwarded to your staffs immediately and that you endeavor to 
get me whatever such documents may exist and can readily be compiled by 
Tuesday, March 14, 1994. Obviously, however, this creates a tremendous 
burden on very short notice so that, if it is practical only to provide some 
portion of what may be in you and your staffs' possession by that date with 
an indication that more will follow, please contact me so that we may advise 
the Independent Counsel and proceed accordingly. In fact, we have already 
apprised the Independent Counsel that, because of the breadth of this 
request, the search for all responsive documents will likely take some time. 

In addition, we will need to advise the Independent Counsel of the 
due diligence procedures employed in responding to the production request. 
Therefore, I would ask that you document the instructions transmitted to your 
staffs and the process and progress of the search and transmit the same to me. 

I thank you and your staffs for their cooperation. Please feel free 
to contact me should you have any questions. 
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THE DEPUTY SECRETARY OF THE TREASURY 

WASHINOTQN ■ 




March 16, 1994 


Mr. Jack Ryan 

Dq>uty Chief Executive Officer 
Resolution Trust Company 
801 17th Street NW 
Washington, D.C. 20434 

Dear Jack: 

As you know, 1 recused myself form the Madison Guaranty matter on February 24, 1994. 

There will be an RTC Oversight Hearing before the House Banking Committee on March 24. 
Given my recusal, you (or whomever you designate) should be prepared to handle any 
questions which may arise relative to the RTC*s involvement in M^ison Guaranty. 

Thanks. 

Sincerely, 

Roger C. Altman 


CC: Ellen Kulka 


/iHS 
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Question: 

Please oescribe to the Comminee wnat if any legal advice you have received 
either from the RTC's General Counsel or other attorneys within the RTC on 
Madison Guaranty. 


Afi?yygr; 

As you know, I have recused myself from all matters related to Madison 
Guaranty. I have been advised that because of my recusal I am not the 
appropriate person to make a determination on behalf of the RTC as to 
whether the agency should waive its privileges associated with this issue. 
Instead, I have been informed that John Ryan, the Deputy Chief Executive 
Officer, is the appropriate party to make that determination. 
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ffesoLuriON trust corporation 

Roolvini The Crisis 
Rectonni The Confidence 


March 13, 1994 


Mr. Roger C. Altman 
Interim CEO 

Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.c. 20434 

Dear Roger: 

Your letter to Jack Ryan on March 16, 1994 requested that he 
be prepared to respond to questions regarding the RTC and Madison 
Guaranty. I am enclosing the only "Q & A” for you with respect to 
Madison which is being prepared here. I am sure it reflects your 
understanding that questions concerning advice given anyone at the 
RTC concerning Madison by me or my staff, or discussions held 
between RTC officers or employees and members of the legal staff, 
are subject to tne attorney-client privilege. As a result of your 
recusal, and your March 16 letter, we have prepared the enclosed 
response for you which states that Jack will respond to questions 
regarding any waiver of privilege with respect to Madison. 


Sincerely , 



Ellen B. Kulka 
General Counsel 


Enclosure 

cc: J. Ryan 

A. Kusinski 


son 7m StTBot N W k^osnmgron. D.C. 20434 


/29ii 
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Honorabl€ Jim Leach 
Page 3 

When the RTC. has coapleted its investigation and taken 
appropriate action, a full report on this matter will be made to 
the U.S. congress, we fully expect to be judged by our actions 
at that time. In the meantime, ve believe all parties concerned 
would be ill-served by the premature disclosure of incomplete and 
fragmentary data. 

Finally, ve are quite concerned about the future implication of 
the encouragement given to RTC staff over the unauthorized 
disclosure of confidential information. Such disclosures not 
only can impair the RTC's ability to pursue recoveries for the 
taxpayer but also could compromise the financial privacy of any 
citizen whose only misdeed was doing business with a savings and 
loan that failed. Our attempts to protect the RTC's legal and 
fiduciary duties in this regard, and to speak consistently on an 
extremely sensitive natter is inappropriately characterized as 
"gagging" . 

We have made all information requested by Hr. Fiske^s staff 
available to him and will continue to cooperate to the fullest 
extent possible. We have made substantial amounts of information 
available to your staff and the staffs of others in Congress. To 
the extent consistent with our duty to complete an investigation 
and make sure it is not compromised, ve will continue to 
cooperate with congress in a manner consistent with our 
understanding of our duties. 


Sincerely, 




Ellen B. Kulka 
General Counsel 
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Honorable Jim Leach 
Page 2 

not aware of — is that the attorney in Kansas City with whoa the 
investigators had disagrAements vas also removed from the case at 
the saae time. 

As a general. matter r it is clear iy inappropriate for a government 
agency to publicly discuss referrals made to the Justice 
Department regarding possible criminal violations because such 
discussions could \indermine the Department' c ability to prosecute 
the case if the facts are determined to warrant prosecution. As 
we have indicated to you on numerous recent occasions, the RTC 
follows this policy. Oisre^rding this policy, you have demanaed 
information regarding such Mtters. As early as Thursday of last 
week, you publicly released documents and internal memoranda 
which were obtainAd from employees of the RTC who were not 
authorized to disclose them. As you may recall, you requested a 
particular document from the RTC last week even though it was 
apparently already in your possession. While you stated in your 
request to the RTC that special counsel Fiske did not object to 
the release of documents to the Congress, our continuing dialogue 
with Hr. Fiske about the release of documents and about tlie 
specific doexament in question verified our understanding that he 
believes, as we do, that such a release would be inappropriate 
and could have a deleterioue effect on cur investigations. We, 
therefore, denied your request and conveyed the substance of our 
conversation with Hr. Fiske to your staff before your comments on 
Thursday. We were eurpriced to see the document in the materials 
appended to your statement which was supplied to the press. 

with respect to events that are ettributed specifically to us, 
you state **... officials from RTC Washington visited Kansas City 
to pass on the message that senior officials in Washington wanted 
it understood that they wished to claim Whitewater was not 
responsible for any losses to Kadison..** While we do not know 
precisely what was said or the context in which it was 
interpreted, we are quite sure that neither of us has given any 
such instructions to RTC staff. In recognition that it is rarely 
possible to prove something didn't happen, we simply wish to be 
judged by our aetione in the performance of our responsibilities. 
Those actions taken by the RTC during our tenure include: first, 

the reopening of the Kadison investigation in light of the 
extension of the statute of limitations and additional 
information which has becomm available; second, the request that 
the Office of Inspector General raview the RTC generated report 
on the Rose Law Firm as well as the billings of that firm with 
respect to Madison; third, ths rmtantion by tha Legal Division in 
February 1994 of Pillsbury, Madison a Sutro to serve aa outside 
counsel to holp with the inveetlgetion; and fourth, the full 
cooperation the RTC has given to special counsel Robert Fiske. 


UHf 
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RJC 

SeSOLUTlOH TPyST eOR^OitATtON 

lUnMif ItoCrWt 
■ H>UtT>c C t«I MCTB e 


Mlirch 30, 1994 


Honorable Jia Z^aach . 

Ranking Minority Manbar 
Coni^tee on Banking « Finance 
and Urban Affairs 
House of Raprasantativas 
Washington, O.C. 20515 

Oaar Mr. Laach: 

ffa wish to coBBant on your March 24, 1994 statasant before the 
U.s. House of Representatives as it relates to the RTC's handling 
of Madison Guaranty. Furthareere, %/o are coneemad that tha 
RTC's ability to recover noney for tha taxpayers may be 
coBproaised by unauthorized and preaatura disclosure of active 
invest igativa information. 

By way of background,.! becaae Deputy CEO of the RTC on 
January 4, 1994. Elian B. Kulka harems Oaaaral Counsel on 
January 17, 1994. Heithar of us are political appointees. Ho 
pressure has been exerted by the Treasury , the White House, or 
any uUiar source in tha Sxacutlva Branch coneaming the 
performance of our responsibilities with respect to Madison 
Guaranty or Whitewater since either of us joined the RTC. 

Most of the events cited in your stateasnt occurred before we 
joined the RTC and we have no first-hand knowledge of then. 
However, we do feel compelled to point out one or two facts in 
the docunents you disclosed that we believe put a some«rhat 
different light on matters than what you east, while we believe 
that any comnent about crininal referrals should be avoided, the 
rush to disclose confidential documents and to obtain information 
which is partial at best from junior staff has led to substantial 
mis Information being disseminated to the public. First, the 
overriding fact is that referrals were made exactly as the 
investigators had prepared them irrespective of whether there 
were internal staff disagreements about them or not. We would 
also observe that, based on our short tenure, internal staff 
disagreements at the RTC are not uncommon. Second, you stated 
that **...A senior Kansas city criminal investigator was removed 
from the case.." What you failed to point out— or perhaps were 


aof imumm,M.mwotnMon,ac.aoo4 
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Thrift Depositor Protection 
Oversight Board 

808l7TRSreirrN.W. 

Washington, D.C. 20232 
(202) 416-2650 


Facsimile Transmission 


Date: 

From: Dietra FbRD, Executive Director 

Phone: ( 202 ) 416-2600 

Fax: ( 202 ) 416-2605 

To: Jack Rvan 



niSi 
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V 



Your lottor IndXottod you wsntod to Icnov vhat turtbor rooouroo 
yM t« oMma "tccooo to thl« infornatlon (undor th« tomo of 
tbo roll or othoxvloo}.” A party, vbo nao boon donlod oceooo to 
rooordo purauoiTfc to tho FOIA, hat tho right to appool tiiot 
aboloLon vltblirtblrty dayo of tho initial donial to tho Offieo 
o€- tho iH!C/a Cofioral couneel (12 C.F.R. S l«i5.7)« 

wS^hS^ tSla infomation la of aaaiataAoo to you. 


slncaroly, 



Doputy CEO 
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)Urob u, 1994 



on BaiftlBf, rlnanca 


fclvaa 

tosis 


wr ltp^f In raaponan to your lattara datad March 7 and 8 
£1W, rotterotlBV your requaat that tha rtc provide certain 
*o«neKte and t«orda aa part of your Inveatlgation of the 
failure of Mdleon Guaranty Savlnqa and Loan. Your March 7th 
latter vea In roponaa to our aarllar latter of rabniary 7. 1994 
In which we indicated that unfortunataly the RTC could afford you 

would ^ available to the ceneral public 
under the Freeds of Information Act. i note that the Narcb 8th 
1*^^** . tepy oeted that aoae of the aone infomation previously 

*'^*“***7'*?_!'9^^*f conlunctlon with the up-ooaino 

eeuanBuel F*C Overalyht hoard Haarlnca. ^ ^ 

Meferding your Uttar of March a, 1944, i hava just received the 
aMileMd Utter dated March 10 , 1904, froe caialrman Confalst 
U^cttlni that tha Connlttee la not conducting an Invaatlgativa 
RtMlM. Therafora, tha racorda requeat waa nada In your 

•• • eeabar of Congraaa and not on behalf of 


- — - wwhla tv concur with your conclusion that an Individual 

Oongrtee has tha lagal right to unlimited aocaae to anv 
avp^ reoord, regerdleee of Ita privileged or confidential 
aUtue. Oen«e<mently, wa will continua to provlda you with 
do««entc- or pcwflona of doeumanta that would bo avallabla tn tha 
~- ^Uc. hi th ough this >ay be daamad to ba a final agency 

^ statue of your request for aceeee to RTC 

** •••\UTO you jwxj !• mtXlno oviiifv 

•Jthay have been reviewed for public diseloaure. 
'MBOaenta vers oent to your eteff thl# week. 



9Sy 
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Mr. Ryan 
Page Two 
March 7, 1994 


I appreciate your assistance and hope that the agency will reconsider its position and 
now provide the cooperation that is required under the circumstances. 



JAL:jlsd 

cc; General Counsel 

Office of the Secretary 
FOIA/PA Branch 
International Place 
1735 North Lynn Street 
Rosslyn, VA 22209 


The Honorable Henry B. Gonzalez 
Chairman 

Committee on Banking, Finance 
and Urban Affairs 

2413 Rayburn House Office Building 
Washington, DC 20515 


/z9St> 
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MltflT f OONUklU. TIUS. CMAtAUMl 
I. NfM. NORTM CAAOiliM 
jQtm 4 uiMCI. MCW VO«l 
IKUCI • vtMTO MMiiMtOT* 

C* lailSI »OH 

lAANtT fMNK UAMACNUSrni 
HUI L UHJOASU. nNMSnVMM 

ja»%r*4 • MHNIDT a. M«f ■ACNUlfTTt 
i»o >• <uMi. Mfw vota 
(iti wruMt wMnAifO 
.4i«l{ M*t|M CAjLifOOMU 

oMT Laraceo. «AMo 
•«.l OMT0« ^TAM 

JUO MCCHUt »l0«04 
MiatfMT C 41I1M NfW 4|«atT 
CAMOira ■ MAlONlT MW VOMI 
»rrt* DiuTiCM homoa 
ku<s y. auTiiMu. >vimoii 

•0**T u MMM ILUMOU 
CUOUl MOV»AI.WUXAM CU.I*OM(U 
THOMAS M IaMITT WltCOMSW 
(I'ZAafTM Auail 0«fC6« 

NTOU u vtLAiouu. MW rom 
MtKt • WT«in MAffTUUlB 

ato VltLDt. lOWSIAMA 
MnVtM WATT. NOKTM CaMOuHa 


U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
2128 RAYBURN HOUSE OFFICE BUILOINO 
WASHINGTON. DC 2061S-B0e0 


March 7. 1994 



AAM«t A. U«CM. IOWA 
•u UCCOUUM. fiOMO* 

KAMI noubuia MW jwirr 
Mua kCMAMA 

TMOMA* MOL TtunrrLVANu 
TOlTHOTKWtlCONlIN 
AJRfO A MeaMDlfll. DU.IKIMMIA 
mckam m. aAMA lOuiauMA 
JIM NVMO. lOWA 

eiUiO tmomas. wvoMat* 

UM x)MMtON. rnu 

MaOAAK MrCt OWO 
JOMN UMOIA OlOaOU 
j 0< MNOLLlMaaM. MICMMAM 
ncB LMio. new tom 
aoo OAAMt MMNtSOrA 
aacMCM AACHua «. acabama 
MM a MUpawwTON. caubobma 

aaCNAtv CABTU. OtkAWAHa 
MTia AIM. MW TOM 
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CAAvna M BOOtXT CAuaOMu 
Aoa «uaa. rtNaanvAMiA 
IMC IinOWmvt. OMO 


Mr. John E. Ryan 
Deputy CEO 

Resolution Trust Corporation 
15th & Pennsylvania Avenue, N.W. 

Washington, DC 20220 

Dear Mr. Ryan: 

As you are aware, on December 9, 1993, I requested your agency to provide the House 
Banking Committee with access to documents concerning Madison Guaranty Savings 
and Loan and its subsidiaries. I was very disappointed to receive your letter of 
February 7, 1994, asserting that you could only provide me with documents available to 
any member of the public under the Freedom of Information Act. As wc have 
previously informed you, the D.C. Circuit has specifically held that even if disclosure is 
made to an individual member of Congress acting in an official capacity, an agency 
does not thereby waive the privileged status of its documents. See Murphv v. 
Department of the Army . 613 F. 2d 1151 (D.C. Cir. 1979). As you know. I have in 
fact requested that the information be made available to me for use by the Banking 
Committee as a whole. The Murohv decision leaves no doubt that disclosure for these 
purposes does not constitute a waiver of agency privileges. Despite my staffs offer to 
discuss appropriate terms regarding confidentiality for specific documents, you have 
nevertheless denied access to all non-public information. 

The agency's position requires me to consider resort to other measures for obtaining 
access to this information, which is urgently needed for the performance of Committee 
functions. I would accordingly appreciate it if you would confirm by letter on or before 
March 1 1 , that you do not intent to comply with this request for information, and that I 
do not have any further recourse within the agency for obtaining access to this 
information (under the terms of FOIA or otherwise). 


/ZfSS 
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Mr. Roger c. Altman 

Page 3 

February 3, 1994 


on December 9 , 1993, I wrote tne RTC requesting access to all 
documents related to Madison Guaranty and its subsidiaries. 

House and Committee Rulee, House practices, and judicial precedent 
support tne proposition t:^.e RanJeing Minority Member is the 
functional counterpart to the Chairman (or Committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon. Monday, February 7, 1994. On this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment. 


Sincerely, 

A. LEACH 
RanWng Member 


JAL:gp 

Enclosure 
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not strike the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it has been over a year since the Administration has been 
in office and it can only be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect, law enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, 1 would urge that you request from the Department of 
Treasury's General Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman of the 
House Banking Committee recommending against extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against SAL wrongdoers. As you pointed out in your most 
recent letter, this extension **has afforded the RTC an opportunity 
to investigate further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution." Given, however, the impending running of the statute 
of limitations for certain kinds of actions, tins is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reiterate ay request, pursuant to Rules X 
and XZ of the<^ House Rules for all documents related to Madison 
Guaranty Savings and Loan, Little Rock, Arkansas. As you know. 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTH ON BANKING. FfNANCI AND Uf»AN APFAIBS 
ONE HUNOBEO THIRO CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20616>«060 


February 3, 1994 



Mr. Roger C. Altman 
Interim CEO 

Resolution Trust Corporation 
801 17th Street. NW 
Washington. DC 20434 

• 

Dear Mr. Altman: 

I am in receipt of your February i. 1994 response to the letter 
initiated by senate Republican leadership concerning Madison 
Savings and Loan and I am pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies" with regard to 
Madison's failure. It seems self-apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
information at its disposal. Accordingly. I urge the RTC to seek 
and review all Whitewater Development Corporation documents turned 
over by the White House to the Justice Department. 

In its investigation of !!adison. the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
to the thrift's failure. Not only did James and Susan McDougal 
hold significant ownership i.iterest in both entities (approximately 
two thirds in Madison and one half in Whitewater) . but the ocher 
joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. [See the attached memo.] 

If the White House chooses to use the Justice Department to shield 
Whitewater documents not only from the public and Congress, but 
from other government agencies, such as the RTC. which have 
legitimate public law enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

I have high regard for your personal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
president ially appointed and confirmed officer of the Treasury 
Department also head an independent federal aqancy. the Resolution 
Trust Corporation (RTC) . When “his prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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mSOlUttON TitUST COH^OHATION 

EaMMafTlwCrWc 
RMlofin^ The CmIUmmc 


April 13, 1994 


Honorable Jim Leach 
Ranking Minority Member 
Committee on Banking, Finance 

and Urban Affairs 
House of Representatives 
Washington, O.c. 20515 

R«: Fraxloa of Informatien Act Aopgal No. RTC-94-A014 

Dear Mr. Leach: 

This will acknowledge receipt of your letter, dated April 11, 
1994, appealing the Resolution Tr*ist Corporation's (**RTC**) response 
to your request for information pursuant to the Freedom of 
Information Act (**FOIA"), 5 U.S.C. S 552, as amended. In your 
letter, you request a response from the RTC by Wednesday, April 13, 
1994. Please be advised that the statute sets a twenty business day 
period after the receipt of an appeal within which the agency is 
required to respond. 5 U.S.C. S 552a(6) (A) (ii) , 12 C.F.R. 

S 1615.7(b). However, I assure you, we will make every effort to 
respond to your appeal prior to the twenty days allowed by the 
statute. 



Ellen B. Kulka 
General Counsel 


cc: Office of the Secretary 


aot tm SSM#. N.W. WaiNnolon. D.C. 20434 


UfSO 



5489 


Honorable Jaaas A. Leach 
Page 16 

of the records you seek are located, or in the Western District 
of Missouri, which is where other records you seek are located. 
5 U.S.C. $ 553(a) (4) (B) . 


Sincerely, 


Janes Barker 

Acting Deputy General Counsel 


Enclosures 
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prematuraly dlsclosa tha RTC's investigatory files and possible 
criminal referrals made by tha RTC to the Department of Justice 
will obviously interfere with those investigations. To make such 
premature disclosures could reveal evidence and strategy in the 
government's case, see, a.g.. Manna v. United States Department 
of Justice, 815 F. Supp. 798, 808 (D.N.J. 1993), or allow targets 
to suppress or fabricate evidence, see, e.g., Alyeska Pipeline 
Serv. Co. V. SPA, 856 F.2d 309, 312 (D.C. Cir. 1988). Similarly, 
to disclose the minutes of the Board of Directors of Madison 
Financial, a subsidiary of Madison Guaranty, or the Gerrish 
Report could reasonably be expected at this time to interfere 
with those ongoing investigations. 

Accordingly, the RTC investigatory files (which include PLS 
files) , the minutes of the Board of Directors of Madison 
Financial Corporation, and the Gerrish Report have been properly 
withheld pursuant to Exemption 7 (A) . 

Exemption 8 

Your staff had indicated that the Federal Home Loan Bank 
Board's examination reports of Madison Guaranty were of interest 
to you. Inasmuch as the Office of Thrift Supervision is the 
successor to the Bank Board, the request for those records should 
properly be directed to that agency. To the extent the RTC has 
such records in its possession, and because OTS has not decided 
to disclose those records, they are being withheld pursuant to 
Exemption 8. 

Exemption 8 of the FOIA authorizes the withholding of 
information **contained in or related to examination, operating or 
condition reports prepared by, on behalf of, or for the use of an 
agency responsible for the regulation or supervision of financial 
institutions.** 6 U.S.C. S 552(b)(8). Exemption 8 has been 
broadly interpreted, see, e.g., McCullough v. FDIC, 1 GDS 
f 80,194 at 80,495 (D.D.C. 1980), and does not cease operation 
because the institution is no longer in business. Gregory v. 
FDIC, 631 F.2d 896, 899 (D.C. Cir. 1980). Accordingly, all 
examination reports are properly withheld pursuant to 
Exemption 8. 


G9aglBii9B 

For the foregoing reasons, your appeal is denied. This is 
the final determination on your appeal to the RTC. You have the 
right to obtain judicial review of this decision in the United 
States District Court for the District in which you reside or 
have your principal place of business, in the United States 
District Court for the District of Columbia, which is where some 
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vithholdabla bacauaa thay would ba llnkad to incoma lavals) . 
Accordingly, tha salarias of Madison amployaas vara proparly 
withhold. 

In ragard to tha idantitias of tha constituants on 
Congressional correspondanca , thay also vara properly withheld 
pursuant to Exemption 6. Tha nature of a constituent raquast is 
ordinarily saaking assistance, and many constituants recount 
personal financial hardships or other circumstances in their 
communication. In Holy Spirit Association v. Dapartmant of 
stata, tha District Court of tha Southern District of New York 
found a privacy interest in a similar batch of letters batvaan 
constituants and their United States Senators. In weighing tha 
public interest in disclosure against tha 'privacy interest of tha 
individual, tha Court resolved tha balancing test in favor of tha 
individual stating: 

[t]ha Court is unable to discover how the disclosure of 
particular names could contribute significantly to any 
legitimate public purpose. On the contrary, there is a 
strong public interest in encouraging citizens to 
communicate their concerns regarding their commxmitias 
to their elected representatives. Public disclosure of 
their identities would have the opposite result of 
discouraging such communication. 

526 F. Supp. 1022, 1034 (S.D.N.Y. 1981). 

In order to continue to protect the privacy of the 
individual constituents, their names and other identifying 
information ware proparly vithhald pursuant to Examption 6. 


Exemption 7(A) 

Examption 7(A) authorizas the withholding of "records or 
information compiled for law anforcemant purposes, but only to 
the extant that production of such lav anforcemant records or 
information .... could reasonably ba expected to interfere 
with anforcemant proceedings . " 5 U.S.C. S 552(b)(7)(A). Harm to 

lav anforcemant proceedings does not have to ba based upon a 
documant-by-documant assassmant, instead it can ba made 
ganarically, based on tha type of record raquastad. NLRB v. 
Robbins Tira 6 Rubbar Co., 437 U.S. 214, 236 (1978). 

It has long bean accepted by Courts that Exemption 7(A) was 
intended to apply "whenever tha government 'a case in court would 
ba harmed by the prematura release of evidence or information," 
Id., at 232, or where disclosure would in soma fashion impede any 
necessary investigation prior to tha actual enforcement 
proceeding. Saa, a.g,, Dickarson v. Dapartmant of Justice, 

942 F.2d 1426, 1429 (6th Cir. 1993). As you wall know, 
investigations into Madison-related matters are being undertaken 
by both tha RTC and tha Office of tha Special Coiinsal. To 
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records themselves "reveal little or nothing about [the RTC's] 
own conduct."' Accordingly, this information was properly 
withheld pursuant to exemption (6) 

Thus we conclude that actual transaction files of persons 
who were customers of Madison Guaranty and references to those 
individuals' transactions in the Madison Guaranty Board of 
Director's Minutes or in various asset inventories (document no. 
622), are exempt from disclosure under exemption (6), inasmuch as 
disclosure of an individual's financial records would constitute 
a clearly unwarranted intrusion into those individuals' personal 
privacy. Sbb, B.g., Sational Ass'n of Retired Fadaral BmployaBS 
V. Hornar, 879 F.2d 873, 875 (D.C. Cir. 1989), cert, denied, 

494 U.S. 1078 (1990) . 

In regard to the salaries of Madison employees listed in the 
Bidders Information Pac)cage, this information was also properly 
withheld pursuant to exemption 6. As the D.C. Circuit noted, a 
person's privacy interest is significant when the individual's 
name is associated with financial information. Id. An 
individual's income level is quintessentially protected under 
exemption 6. See, e.g.. Public Citizen, Inc. v. RTC, Civ. No. 
92-0010, slip op. at 8 (D.D.C. Mar. 19, 1993) (identities of 
those individuals who applied for affordable housing are 


' To the extent an individual's banking records have been 
utilized by RTC investigations, that information would be withheld 
if it were incorporated in investigatory files, which at this point 
the RTC would neither confirm or deny, pursuant to Exemption 7(C), 
5 U.C.S. $552 (b) (7) (C) , which allows records compiled for law 
enforcement purposes to be withheld if production of such records 
"could reasonably be expected to constitute an unwarranted invasion 
of personal privacy." Sea, a.g., Fitzqibbon v. CIA, 911 F.2d 755, 
767 (D.C. Cir. 1990) ("the mention of an individual's name in a law 
enforcement file will engender comment and speculation and carry a 
stigmatizing connotation"). Such information, if it were 
incorporated into investigatory files, would also be properly 
withheld pursuant to Exemption 7(A) (see the Exemption 7(A) 
discussion) • 

* To the extent that you are seeking access to public 
information that may be located in individuals' banking files 
(e.g., recorded deeds, etc), the Supreme Court squarely addressed 
this issue several years ago in Reporters Committee when it stated 
that substantial privacy interests can exist even though the 
information has been made available at some time at some 
undisclosed location. As the Court noted, if this practically 
obscure information "were 'freely available' there would be no 
reason to invoke the FOIA to obtain access to" it. Department of 
Justice V. Reporters Committee for Freedom of the Press, 489 U.S. 
749, 764 (1989). Accordingly, public information in an 
individual's banking files may properly be withheld pursuant to 
.Exemption 6. 
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recommendations pertaining to activities in Madison which the RTC 
has included in its decisional process on how to proceed in this 
matter. 

Exempt ion ^ 

Exemption 6 was the basis for withholding information 
pertaining to individual financial records (e.g., loan or deposit 
information) of customers of Madison, salaries of employees of 
Madison Guaranty, and constituent names on Congressional 
correspondence pertaining to Madison. 

FOIA exemption (6) allows an agency to withhold all 
information about individuals in "personnel and medical files and 
similar files" where the disclosure of such information "would 
constitute a clearly unwarranted invasion of personal privacy." 

5 U.S.c. s 552(b)(6). In making this determination, the 
individual's privacy interests are balanced against the public's 
interest in having the information disclosed. The threshold 
requirement of exemption (6), that information be contained in a 
personnel, medical, or similar file, has been construed by the 
Supreme Court to extend the coverage of the exemption to any 
agency records containing information about a particular 
individual that can be identified as applying to that individual. 
Department of State v, Washington Post Co., 456 U.S. 595 (1982). 

Moreover, in analyzing privacy interests, the Supreme Court 
has held that disclosure depends upon the nature of the requested 
documents and its relationship to the central purpose of the 
FOIA, which is to expose to public scrutiny 

[o]fficial information that sheds light on an agency's 
performance of its statutory duties. That purpose, 
however, is not fostered by disclosure of information 
about private citizens that is accumulated in various 
Governmental files but that reveals little or nothing 
about an agency's own conduct. 

Department of Justice v. Reporters Committee for Freedom of the 
Press, 489 U.S. 749, 772 (1989). 

To the extent you have requested access to an individual's 
personal banking records or documents that reflect such 
information, we find such records do not shed "light on the 
[RTC' 8] performance of its statutory duty." The actual banking 
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The attorney-client privilege protects confidential 
communications between an attorney and the attorney's client. 

Mead Data Cent., Inc. v. Department of the Air Force, 566 F.2d 
242, 252 (D.C. Cir. 1977). The Gerrish Report was an analysis of 
potentially illegal activity alleged at Madison Guaranty and was 
prepared for the institution by its attorney. As such, it 
clearly was protected by the attorney-client privilege at the 
time it was created. At the time the RTC assumed jurisdiction 
over Madison, it also assumed the client status. Since that 
document is still confidential, and contains communication 
between the attorney and the attorney's client, the RTC, the 
information is protectable by the privilege. Moreover, portions 
of litigation files that were withheld contain correspondence 
between the RTC and outside counsel which is similarly protected 
by this privilege. 

The attorney work-product privilege protects documents and 
other memoranda prepared by an attorney in anticipation of 
litigation. Hickman v. Taylor, 329 U.S. 495, 509-10 (1947); Fed. 
R. Civ. P. 26(b)(3). The purpose of the privilege is **to promote 
the adversary system by safeguarding the fruits of the attorney's 
trial preparations from discovery attempts of the opponent.** 
United States v. American Telephone & Telegraph Co., 642 F. 2d 
1285, 1299 (D.C. Cir. 1980). In this particular case, the 
attorney work-product privilege is being used to withhold 
portions of the litigation files in Kansas City and the 
identities of those cases redacted on the RLIS printout. In the 
case of the litigation files, the documents consist of 
information reflective of the RTC's litigation strategy. The 
fact the litigation may have been terminated does not limit the 
ability of the agency to invoke the privilege. FTC v. Grolier 
Inc., 462 U.S. 19, 28 (1983). In the case of the redacted 
matters on the RLIS printout, the RTC only redacted those matters 
that had not yet become public, e.g., litigation was being 
contemplated. Because such litigation had not yet become public, 
to disclose those matters at this time would undermine the 
adversarial litigation system. Accordingly, this information was 
properly withheld pursuant to the attorney work-product 
privilege. 

The final exemption being invoked is the deliberative 
process privilege. This privilege applies to documents that 
reflect deliberations which are part of an internal decision- 
making process. MLRB v. Sears, Roebuck A Co., 421 U.S. 132 
(1975). To be protected, a document must be pre-decisional or 
generated before the adoption of an agency policy or decision. 
Coastal States Gas Corp. v. Department of Energy, 617 F.2d 854 
(D.C. Cir. 1980). In this particular case, documents located in 
the Kansas City litigation files clearly reflect the decisional 
process regarding how to proceed with the litigation. 

Accordingly, they are protected by the deliberative process. 
Similarly, the Gerrish Report consists of advice and 
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Exemption 4 

Exemption (4) of the FOIA allows an agency to withhold from 
public disclosure "trade secrets and commercial or financial 
information obtained from a person and privileged or 
confidential." 5 U.S.C. S 552(b)(4). Where the submission of 
information to the government is voluntary, commercial and 
financial information is deemed to be confidential for purposes 
of exemption (4) if it would customarily not be disclosed to the 
public. Critical Mass Energy Project v. Nuclear Regulatory 
Commission, 975 F.2d 871, 879 (D.C. Cir. 1992 (en banc) cert, 
denied 113 S.Ct. 1579 (1993). 

Madison's customers voluntarily submitted their financial 
information to that institution by virtue of their voluntary 
decision to banic there. When the Federal Government intervened 
at Madison, it assumed the institution's position pertaining to 
the voluntary relationship. Consequently, financial information 
contained within transaction files now in the possession of the 
RTC was voluntarily submitted to the RTC, albeit indirectly. 

Bank customers do not customarily make their financial 
information voluntarily available to the general public. In 
fact, a bank's customers have a legitimate interest in keeping 
the non-public aspects of their financial transactions 
confidential. See, e.g.. In re Knoxville News ^Sentinel, Company, 
Inc., 723 F.2d 470, 477 (6th Cir. 1983) (non-FOIA case, documents 
sealed "to protect the privacy rights of borrowers who dealt with 
the bank") . 

We, therefore, conclude that actual records of a customer's 
transactions and references to those transactions in the Madison 
Guaranty Board of Director's Minutes, or on lists of Madison 
assets, were properly withheld pursuant to exemption (4). See 
Rural Housing Alliance v. United States Department of 
Agriculture, 498 F.2d 73, 78 (D.C. Cir. 1974). 

Exwtign 5 

Exemption 5 exempts from disclosure "inter-agency or intra- 
agency memorand[a] or letters which would not be available by law 
to a party ... in litigation with the agency." 5 U.S.C. S 
552(b)(5). Exemption (5) incorporates and includes within its 
scope the protection of documents that would not be available to 
a private party through discovery in civil litigation. United 
States V. Weber Aircraft Corp. , 465 U.S. 792 (1984); FTC v. 
Grolier Inc., 462 U.S. 19 (1983). In other words, documents 
which are privileged in civil discovery are withholdable under 
Exemption 5. Three specific privileges are being asserted by the 
RTC with regard to the Gerrish Report, portions of those 
litigation files that Michael McGarry requested access to, and 
the identities of the seven files redacted from the Kansas City 
RLIS printout. Those privileges are the attorney-client 
privilege, the deliberative process privilege, and the attorney 
work-product privilege. 
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of prlvilagad information to a Mambar of Congrass, vhethar within 
tha conmittaa contaxt or not, doas not const ituta waivar for the 
purposas of tha FOIA. Id., at 1159. Consaquantly, to tha axtent 
Murphy may ba interpratad to afford you access to otherwise 
exempt material, it is limited to protecting agencies that 
provide such information against later claims of waiver of 
privilege and not any record protectable under tha FOIA. 

However, even this limited interpretation has been rejected 
by the United States Court of Appeals for the Eleventh Circuit, 
which held that an agency is protected against waiver only if the 
disclosure is "involuntary," (i.e., being compelled to disclose 
the information either by subpoena or a threat of subpoena) . 
Florida Housm of Representatives v. United States Department of 
Commerce, 961 F.2d, 941, 946 (11th Cir. 1992). Inasmuch as 
individual Members of Congress do not have the ability to compel 
disclosiire pursuant to subpoena, it is apparent that the Eleventh 
Circuit would distinguish between requests by individual Members 
of Congress and requests by a committee or subcommittee. 
Obviously, if disclosure of information to a party would 
constitute a waiver of privilege, it is axiomatic that the party 
does not have an automatic right of access. Because disclosure 
to you could constitute a waiver of privileges, we feel compelled 
to continue to assert the privileges in the face of a request for 
records by an individual Member of Congress. 


COWCLVSIOW 

The Minority Staff's Opinion has failed to persuade us that 
you have authority commensurate with that of a committee or 
committee chairman. Consequently, we must treat your request as 
seeking the records in your individual capacity. We are 
prohibited by statute from disclosing to an individual Member of 
Congress information which may be protected by the Privacy Act. 

5 U.S.C. S 552a(b)(9). Similarly, we cannot disclose information 
of the type protected by FOIA exemption (4) and the Trade Secrets 
Act. Finally, because of the split between the D.C. Circuit (to 
the extent that Murphy affords you access to privileged 
information) , and the Eleventh Circuit regarding your access to 
privileged information, and in order to protect the privileged 
status of certain records, we must continue to take the position 
that we must withhold them. In sum, the case law refutes your 
staff's arguments that you, as an individual Member of Congress, 
are to be afforded any special status under the FOIA not afforded 
the general public. 

Application of FOIA Exemptions 

Because we have concluded you are only entitled to 
information disclosable pursuant to the FOIA, we reviewed the 
records for which you were denied access and have determined they 
were appropriately withheld pursuant to Exemptions 4, 5, 6, 7(A), 
7(C) and 8. 
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or a coBBittaa or subcomaittee , not to an individual 
congressaan.") ; See also, Lee v. Dearment, 1992 Lexis 12533 (4th 
Cir.)> Inasauch as your staff has not supplied clear authority 
to the contrary, we aust aaintain our original position. 

In regard to confidential business inforaation, it is our 
opinion that Exxon Corp. v. FTC, 589 F.2d 582 (D.C. Cir. 1978), 
is controlling. In Exxon, the Federal Trade Coaaission received 
a request for inforaation froa Senator Hart on official 
stationery, asking that the data be aade available to the 
Subcoaaittee. The Court concluded that: 

[D]isclosure of inforaation can only be coapelled by 
authority of Congress, its coaaittees and 
subcoaaittees , not solely by individual aeabers; and 
only for investigations and congressional activities. 
Election to the congress does not give an individual 
subpoena power over whatever inforaation he aay happen 
to be interested in, and particularly not over trade 
secrets. . . . 

Id. at 593. See also, Ashland Oil, Inc. v. FTC, 548 F.2d 977 
(D.C. Cir. 1976). Thus Exxon stands for the proposition that 
material protected by the Trade Secrets Act cannot be disclosed 
to individual Members of Congress outside of the committee or 
subcommittee setting.^ We have reviewed Okrens-Corning , and we do 
not believe that it overrules Exxon. In fact, we believe the 
Court's approval of the FTC's approach of distinguishing between 
"official" and "unofficial" Congressional requests, See Ovens- 
Corning, 626 F.2d at 974, comports with Exxon. 

Finally, we disagree with your staff's assessment that 
Murphy allows you total access to privileged information, if not 
all information protectable under the FOIA. Murphy dealt 
exclusively with the question of whether an agency (in this 
instance the Army) had "waived" its right to protect privileged 
information under the FOIA because it had provided that 
information to a Member of Congress in his individual capacity. 
See 613 F.2d at 1155. Relying on the operation of the 
predecessor to present FOIA subsection (d) , 5 U.S.C. S 552(c), 
the D.C. Circuit refused to find "waiver," and held a disclosure 


’ Virtually every court that has considered the issue has 
found the Trade Secrets Act (TSA) and exemption (4) of the FOIA to 
be "coextensive." See, e.g.. General Elec. Co. v. NRC, 750 F.2d 
1394, 1402 (7th Cir. 1984). Exemption (4) protects "trade secrets 
and commercial or financial information obtained from a person 
[which is) privileged or confidential." 5 U.S.C. 5552(b)(4). It 
is clear that personal as well as corporate financial information 
is covered under exemption (4), See, e.g.. Rural Housing Alliance 
V. United States Department of Agriculture, 498 F.2d 73, 78 (D.C. 
Cir. 1974) (personal financial information derived from loan 
applications) . 
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information from Congress." The dispositive question is whether 
you, as an individual Member of Congress, fall within the scope 
of subsection (d) 

In this regard, the Staff relies almost exclusively upon two 
cases, Murphy v. Department of the Army, 613 F.2d 1151 (D.c. 

Cir, 1979), and FTC v Owens^Corning Fiberglass Corp, 626 F.2d 966 
(D.C. Cir. 1980).* We have reviewed both opinions and find these 
cases do not clearly afford a Ranicing Minority Member access to 
records protected by the Privacy Act and Trade Secrets Act, nor 
do they clearly allow access to privileged information. As a 
consequence, we are not persuaded you have access rights other 
than that which is afforded to the general public under the FOX A. 

As for your staff's assertion that Murphy authorizes your 
access to Privacy Act-protected information. See Opinion, at 7, 
n.30 k 31, we are not persuaded for two reasons. First, Murphy 
did not address Privacy Act issues; rather, it exclusively 
involved the FOIA. Secondly, we continue to maintain the 
position that the plain language of the Act, which specifically 
authorizes disclosure "to either House of Congress, or, to the 
extent of matters within its jurisdiction, any committee or 
subcommittee thereof, any joint committee of Congress or 
subcommittee of any such joint committee," 5 U.S.C. S 
552a(b)(9), does not authorize the disclosure of a Privacy Act> 
protected record to an individual Member of Congress acting on 
his or her own behalf or on behalf of a constituent. See 0MB 
Guidelines, 40 Fed. Reg. 28,948, 28,955 (1975); 40 Fed. Reg. 
56,741, 56,742 (1975); Swenson v. C7.S. Postal Service, 890 F.2d 
1075, 1077 (9th Cir. 1989) ("The clear language of the Privacy 
Act exemption in SS52a(b) (9) applies only to a House of Congress 


’ We note at the outset the Department of Justice has 
consistently issued guidance that individual Members of Congress 
are not covered under subsection (d) . See FOJA Update, winter 
1984, at 3-4 ("OZP Guidance: Congressional Access Under FOIA"). 


* The Opinion also apparently relies on two pre-Murphy cases, 
EPA V. Mink, 464 F.2d 742 (D.C. Cir. 1971), rev'd, 410 U.S. 73 
(1973); and Koch v. Department of Justice, 376 F. Supp. 313 (1974), 
for the proposition that agencies must respond to official requests 
and such requests "can come from Members acting in their individual 
capacities." Opinion, at 7 n.30. After examining the opinions in 
both cases, we fail to see how they support this proposition. Both 
Mink and Koch involved FOIA requests by Members of Congress and in 
both cases the courts held that information was properly 
withholdable under the FOIA. Neither case discusses the question 
of whether individual Members of Congress have any additional 
access rights other than those of the general public, but it can be 
inferred they have no such special status in light of the fact the 
Court affirmed the agencies' determinations to withhold records in 
both cases pursuant to FOIA exemptions. 
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solely, can conduct such an investigation. It is clear that 
Congress could have allowed the 'minority the ability to undertake 
an investigation on its own if Congress had seen fit to do so.^ 
Absent clear legal authority on this point, the Opinion argues 
that the majority's ability to limit the minority's investigative 
authority is bad policy. Whether this is true or not is 
irrelevant to the issue of legal authority. 

Finally, the Opinion argues that certain actions by Chairman 
Gonzalez have "created enough 'institutional imprimatur' to 
satisfy agency policy and existing case law on Congressional 
access to agency documents.” Opinion at 8. While the Minority 
Staff notes a request for travel funds has been granted by the 
Chairman, it fails to address the fact that the Chairman has 
publicly stated the Committee is not, at this time, undertaking 
an investigation. We believe that statement to be 
determinative . * 

It is our opinion the arguments presented to show that you 
have authority commensurate with that of a Chairman or Committee 
are not sufficiently persuasive, and accordingly your request 
must be considered as made by an individual Member of Congress 
and not a Committee. 


FOIA AND PRIVACY ACT ACCESS 

The Minority Staff also argues based upon your individual 
capacity as a Member of Congress, you should be granted absolute 
access to the records, irrespective of the Privacy Act, the Trade 
Secrets Act, privileges or FOIA exemptions. In effect, the 
Opinion claims you are entitled to access pursuant to 5 U.S.C. S 
552(d) which states that the FOIA "is not authority to withhold 


^ See, 5 U.S.C. S 2954 ("[a]n Executive agency, on request of 
the Committee on Government Operations of the House of 
Representatives, or of any seven members thereof, or on request of 
the Committee on Government Operations of the Senate, or any five 
members thereof, shall submit any information requested of it 
relating to any matter within the jurisdiction of the committee”) . 

* We are aware that the Congress appears to have decided to 
conduct hearings on the Madison/ Whitewater matter. However, it is 
our understanding the venue in which these hearings will be 
conducted has not been determined, nor has the scope or timing of 
these hearings. When and if the RTC receives a request for records 
from a properly designated Congressional entity regarding this 
matter, we will reply appropriately. 


/^fjf 
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waiver and could detrimentally affect any further legal action 
that may be contemplated regarding Madison. In sum, we have 
concluded that the RTC may appropriately withhold information 
from you pursuant to FOIA exemptions. 


gpmilTTEE STATVS 

The Minority Staff's Opinion that as Ranking Minority Member 
you have authority commensurate with that of a Committee is based 
on four arguments: (1) the position stated in an Amicus Curiae 
Brief submitted by the Speaker and Bipartisan leadership Group of 
the House of Representatives in the matter of United States v. 
McDade, Crim. Action No. 92~249 (E.D. Pa.); (2) Congress has the 
right to investigate and the majority should not suppress the 
minority's efforts in this area; (3) various rules of the House 
and the Banking Committee grant you independent investigatory 
authority commensurate to that of the Banking Committee; and 
(4) there is sufficient "institutional imprimatur" to afford your 
effort Committee status. 

We have reviewed the brief and opinion filed in the United 
States V. McDade, and we do not consider your staff's reliance 
upon the statement made in the Amicus Brief that the Ranking 
Minority Member is "the functional counterpart of the Chairman" 
to be on point. Nothing in the brief or the Court's written 
opinion on the case addresses the issue of a Member's right of 
access to agency information, nor do they infer that a Ranking 
Minority Member has all the authority of a Committee. The 
characterization of the Ranking Member as the "functional 
counterpart of the Chairman" is in terms of preparing the 
minority's proposed legislation and amendments to the majority's 
proposals, and managing the minority staff, etc., and not in 
terms of the authority of the individual Member to compel access 
to information from agencies. This very narrow characterization 
is for a particular purpose and has been taken entirely out of 
context . 

As to your staff's assertion that the rules of the House and 
the Banking Committee support your independent status, all of the 
references simply prove that the minority can participate in the 
legislative process. The Opinion does not cite case law or a 
specific legislative rule that grants the Ranking Minority Member 
Committee status or the independent authority to compel the 
production of documents. This is in stark contrast to the 
Banking Committee's o%m rules on the issuance of subpoenas (which 
normally does form a basis to compel production of documents) , 
which may be authorized only by a majority of the members voting, 
a majority being present, and not solely by the Ranking Minority 
Member. See House Banking Rule II. 3. 

Congress' right to investigate matters related to alleged 
waste and fraud is not in dispute. The real issue is whether the 
Ranking Minority Member, on the authority of that position 
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portions which identified certain depositors was also denied 
because to disclose this information would reveal confidential 
commercial or financial information.^] 

11. Bank Board Examination Reports of Madison. [These reports 
were denied because they related to reports prepared by a 
financial institution regulatory agency which requested they be 
withheld. ] 

If you are interested in obtaining access to types of 
documents other than those listed above or which have been 
disclosed to you previously, please refer to the inventories 
which have been supplied to your staff and contact the FOIA/PA 
Branch, International Place, 1735 North Lynn Street, Rossyln, 
Virginia 22209. 


Afigfti.^Y Xa4iyi4m] Mtibfn 9t Ut Cgagrtti 

In your letter dated March 7, 1994, you indicated that based 
upon your status as an individual Member of Congress you are 
entitled to total access to all records under the control of the 
agency, notwithstanding the fact that the records may be 
privileged, protected by the Privacy Act, or protected by the 
Trade Secrets Act. In effect, you disputed our position that you 
were entitled only to the same access as would be afforded to a 
member of the general public pursuant to the FOIA. Previously, 
on January 14, 1994, your staff submitted a memorandum which 
concluded that as Ranking Minority Member, you appeared to **have 
the appropriate institutional status to obtain records within the 
Committee's jurisdiction upon request and without limitation." 

See Memorandum to Representative James A. Leach, from the 
Minority Staff, subject "Rights of a Ranking Minority Member for 
Access to Agency Records," January 14, 1993 (sic) (hereafter 
referred to as the Minority Staff "Opinion") , at 1. Your staff 
came to this conclusion based on their assertion that a Ranking 
Minority Member has all the rights of a Committee and that 
subsection (d) of the FOIA, 552 U.S.C. S 552(d), precludes the 
invocation of FOIA exemptions to withhold records from you. 

We have reviewed this memorandum and the relevant case law 
and have concluded you are only entitled to the same access as 
would be available to any member of the general public under the 
FOIA. Furthermore, we have concluded that as long as your status 
is that of an individual Member of Congress, we would be 
prohibited from disclosing information potentially covered by the 
Privacy Act and the Trade Secrets Act. Moreover, we believe that 
disclosing privileged information to you could raise (questions of 


^ Access to portions which identified parties who sold Madison 
a participation interest was also denied. Upon review, we have 
determined this information may be disclosed. Accordingly, a one- 
page supplemental release is attached. (Attachment C) 


/Z9S7 
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2. Loan or personal banking records pertaining to individuals 
or corporations /partnerships. [Access was denied because to 
disclose this information would constitute a clearly unwarranted 
intrusion into an individual's personal privacy or would reveal 
confidential commercial or financial information. This category 
includes requests for financial records which may relate to 
specific individuals or corporations and to portions of certain 
inventories of documents and assets which have been supplied to 
your staff — e.g., no. 622 on the attached inventory.] 

3. Minutes of Madison Guaranty. [Portions were withheld 
because to disclose this information would constitute a clearly 
unwarranted intrusion into an individual's personal privacy or 
would reveal confidential commercial or financial information.} 

4. Minutes of Madison's subsidiary, Madison Financial 
Corporation. [Access was denied because to disclose this 
information could reasonably be expected to interfere with an 
enforcement proceeding.] 

5. Resolution documents pertaining to Madison. [Access granted 
in their entirety.] 

6. Documents in Legal files located in Kansas City. [On 
December 30th your staff was given a copy of the Kansas city RLIS 
(RTC Legal Information System) printout and then requested access 
to 18 files, portions of which were withheld as privileged. In 
addition, seven items on the printout were redacted as 
privileged.*] 

7. Congressional correspondence pertaining to Madison. [Access 
to portions were withheld to protect the identity of the 
constituents, the disclosure of which would constitute a clearly 
unwarranted intrusion of their personal privacy.] 

8. Gerrish Report. [Access was denied because this document is 
protected tinder the attorney-client privilege, and to disclose 
this document could reasonably be expected to interfere with an 
enforcement proceeding.] 

9. Contract information. [On December 30th, your staff 
selected certain contracts off of the RTC's Kansas city CARS 
(Contracting Activity Reporting System) and those contracts were 
disclosed in their entirety.] 

10. Bidders Information Package. [Document no. 67 on the 
attached inventory. Access to salaries of Madison employees was 
denied, the disclosure of which would constitute a clearly 
unwarranted intrusion of their personal privacy. Access to 


' Upon review, we have determined that this information is no 
longer privileged. Accordingly, a supplemental release is 
attached. (Attachment B) 


UfSi 
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with private sector contractors during the resolution 
of Madison. In addition to documents in possession at 
RTC-Washington, I request access to all documents 
related to Madison held at RTC field offices. 

We interpreted this recpiest to include all records created 
by the RTC and records in possession of the institution at the 
time it was put into receivership and still in the possession of 
the RTC. Because your initial request encompassed approximately 
500 boxes of records, the RTC supplied your staff with a n\imber 
of inventories pertaining to records of the RTC which relate to 
Madison Guaranty and Madison Financial Corporation. In an effort 
to expedite your request and avoid supplying you with information 
in which you had little or no interest, we asked your staff to 
utilize the inventories and indicate which records were being 
sought . 

In the ensuing discussions, your staff identified certain 
categories of records which they specifically requested. During 
other discussions with your staff, certain general categories of 
records were indicated as being of interest. As a result of 
these discussions, the RTC reviewed the appropriateness of 
disclosing the requested categories or specific files of 
information. Access to certain of these categories was denied, 
while access was granted in whole or in part to other categories. 
A substantial number of records were not specifically requested 
by your staff and accordingly were not addressed. As a courtesy, 
we have supplied your staff with copies of any Madison-related 
record processed pursuant to any other FOIA request, even though 
your staff did not indicate any special interest in that record. 
As a result of this procedure, the RTC has disclosed over 8,000 
pages of information to your staff, and it has placed copies of 
that information in the RTC's Reading Room for public access. 

For your convenience, we have enclosed another copy of the 
inventory of Madison related records. (Attachment A) 

Based on our previous dialogue with your staff, and noting 
the categories or specific files they requested, we have 
interpreted your request and your appeal to be limited to the 
following categories of information which were specified by your 
staff or were supplied to your staff as a result of processing 
other FOIA requests. As indicated below, you were denied access 
to certain categories of these records in whole or in part. 

These denials, in addition to your claim to absolute access by 
virtue of your status as a Member of the Congress, are the 
subject of your appeal. 

1. Investigatory files pertaining to the RTC's investigation of 
Madison, Professional Liability Section (PLS) litigation files 
pertaining to Madison, and any criminal referrals or 
correspondence with the Department of Justice pertaining to 
Madison. [Access was denied because to disclose this information 
could reasonably be expected to interfere with an enforcement 
proceeding. ] 

/Z93S 
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Honorable James A. Leach 
Ranking Minority Member 
Committee on Banking, Finance 
and Urban Affairs 
House of Representatives 
Washington, D.C. 20515 


RT-13279 
cc: Ryan 

Standard Distnoutirn 

Mr. Adair 

Mr. Buckley 

Ms. Kulka 

Mr. Binkley 

Mr. Collishaw 

Ms. Kauper 

Ms. Hinton 

OCR Reps & Staff 

May 2, 1994 Enclosures available 
view in OGR 


Re: Freedom of Information Act APPMi WQ« RTC-S4-A014 


Dear Mr . Leach : 

This is in response to your letter of April 11, 1994, 
appealing the Resolution Trust Corporation's response dated 
March 11, 1994, to your request for information related to 
Madison Guaranty Savings & Loan Association. While your initial 
request for information, dated December 9, 1993, was opened as a 
request made through our Office of Governmental Relations and not 
a request made pursuant to the Freedom of Information Act (FOIA) , 
5 U.S.C. S 552, because of your status as an individual Member of 
Congress, you were afforded no greater access than would have 
been afforded the general public under the FOIA. In your letter 
dated March 7, 1994, you specifically requested information 
regarding what ** further recourse** was available to you within the 
agency to obtain access to the information you sought. The RTC 
responded in its letter of March 11, 1994, by explaining the 
RTC's FOIA appeal process. 

Consequently, we are treating your letter dated April 11, 
1994, to be an appeal, pursuant to the FOIA, of our previous 
responses to your requests for records. 


scope of Request 

By letter dated December 9, 1993, you requested "all 
documents related to Madison and its subsidiaries." Your request 
went on to state that: 

Such documents would include, but not be limited to, 
administrative files, examination reports, interoffice 
memorandum (sic), notes and minutes of meetings 
(including telephonic meetings), correspondence, 
electronic mail and agreements the RTC entered into 

ao\ \7th Shmt. HW. W caNr^Hon . 0.C 20434 
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2. Tliat tbi Couit aAer hokUng a proper heaiiof, enier a petniinem injuncdon: 

a. Probibitiiig Defendant OfRca of tbe lospector GenenJ, Resolutioa Tnut 
Corporation from taking any action in furtberaoce of its proposed cooflkta 
invesiigatioo of Rose, or, in die atemative, protaibit Defendant Office of 
tbe Inspector General, Resohidon Tnut Corporation, from reviewing as 
pan of its conflkts investigation any matters beyond tbose initiaUy 
reviewed and totted on by tbe Resolution Trust Coiporation; and 

b. Specifically prohibiting Defendant Office of tbe bupeetm Genetal, 
Resohnion Tnut Cotporaiion. from seeking, in any diitria conn of die 
United States, enforcement of any or all su^Meoas previously served on 
Rose. 


ReapeafkiUy sub m i t t ed . 


By: 

RcaeidM. Clark 
Aitansaa Bar No. S0029 
ROSE LAW FIRM, 
aFrofcaaional Amoeirnkm 
120 Bait Ftaitth Sueet 
UOle Rock. AR 72201 
Tetepbone: (901) 379^131 

PMiffliia: (901) 379-1300 

Waiter B. Stout 
Andrew). Logan 
VINSON A ELKINS I.LP. 

2900 Fim City Tower 
1001 Fannin Street 
H0UOII.1X 770024760 
Tclepboae: (713) 75S-2222 

Pacttantte; (713) 758-2346 

C. Michael Buxton 
AMeoL. Atkins 
VINSON A ELKINS U..P. 

The WiUatd Office Btdldlng 
1455 Ferat^aoia Avenia, N.W. 
Wasbingioa. D.C. 20004-1008 
TelepbOM: (200) 6394900 

Pacsknile: (202) 6394604 

ATTORNEYS F(M PLAINTIFF 
ROSS Law firm 
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/ 

Rotpomihaity. Bo^mpecilkdly nqueMthlsCaimemerjQdgniemdeciiniigthon^^ 
void. ‘ 

49. 1 ^ ti»e BMiteB set fonh m outOTtpiii 1 thrwigli48 above. 

50. Tte IG/RTC*$ nibpooM of AptU 18, 1994. utvidet the conrtmtioni right n 
privacy of Roie't clkait. Row mpeeiOiUy teqiwsii (hii Coun enter judgmem decltriag the 

subpoena is void. 

51. Row ffi HftP* the nuuKn set fonh in pangnphi 1 thrangb 50 above. 

52 . The IG/RTC*s in i*T"“** of April 18, 1994, i$ oveibioad and unduly burdeneone 
in that it <<«"»««*« Row praduee potemlally milUons of pagw of doeumena within a 10;day 
ppyjnrf PftT f leapectflilfy tequeau ^ Coutt enter judgwem dedariag the subpoena is void. 

53. pj Ttr minen set forth in naracwhs Ithroiigh 52 above. 

54. Tba lO/RTC’i subpoena of ApfU 18. 1994. leelalnfiBnBKltmiWietevaiii to ill 
Ra»eteinectltollvretweiia this Court enter 

void. 

WHEREFORE. Plalntlfr Row Uw Ften. a Ptotasknal Association requests the 
fbllewing: 

1. That the Court ewer j nrt g tn a nt dfc l arim that 

a. ofliee of bspeGtor Oeaml, Reioimion Triist Coipotattoa’i 
investigation of Row is an untawftil usurpation of iwn d ele gaMe 

pngnm openting lesponsfttBWw eapnwiy reserved m the RTC under 
the lB 9 aeiar Oswrai Act. S U.S.C. App. 3 f I ir saq. (1992). 

b. tiMsntipoeM it void auluiieaflgieeablebecwwDefBaiiaot Office of the 

f ffyww* Geneial. Rwolntion Itaat Coipocaiian’s inves rig a rion has been 

inktaied for the iopcoper putpew of hanonent or other poiitkai motives, 

satfcs p t ffMw*"* ftom diseevcfy hy idioney-client privilege, 

the work produet tula, aod/or the Askanau Rnka of PieftMiioMl 
geipeiHibilliy. invadw Row’s eUania’ oons dUir io n B l right to piiva^. Is 
overly btoed and unduly bui d ciHom e. and/or teekt i n ta nna ri on not 
relevant w IMbadant’a iims^ption. 


^ 932 . 
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42. Tht Mflial coamven}' samundiag tte lawfulness of the lO/RTC'i Invesiigaiioa 
and coneurrem nbpoena. as well as issues of eonsdtutional and cmmiiftn law privilege, 
relevance, and ovetbreadth of tte infbnttadoa soughc emiile Rose lo declanuory and ir yfiirtive 
relief. Set 28 U.S.C. } 2201 (1991 Supp.). 

COUNT I 

(VKXA770N OF THE INSPECTOR GENERAL ACT) 

43. Rose realleges the matters set fonti in paragr^ihs 1 duoagh 42 above. 

44. Defendant lO/RTCs full scale investigation of Rose leganling all posentul 
conflicu of imeiest constitutes an usurpation of nondelegable p rogr am o per a ting lespoosibilitios 
expressly reserved in the RTC in the Inspector Oenetal Act of 1978, u amemied by FIRRHA. 
i U.S.C. App. 3 i 9(a) (2) (1992). Rose lespectfiilly leqiiesti that this Court enter judgment 
declarng Deftadam I(3/RTC*s cooflictt investigation of Rose is an nnlawftil investigatioB 
unauthorized In the Inspector (jenstai Act as amended by FIRREA. 

COUNTH 

(VND ADMOaSTRATTVE SUBPOENA) 

45. Rose realieges the maoen set fbnb in paragraphs l through 44 above. 

46. Defendam IO/RTC‘s duplicative eoafUcts investigadon, which largely overlqis 
dm indvendenciiivestigatiota of dm Indepeadent Counsel. dielG/PDIC, and the RTC. hu been 
iniriatnri for improper purposes. Ross itspeGtfhllyiaq|uasts this Court enssr judgment deelaiiag 
the iavostigatioii is unlawfid and the subpoena is void. 

47. Rose realleges the matters set forth in patagtaphs 1 duoogh 46 above. 

48. The IG/RTCs subpoena of April 18, 1994. seeks information p rotected fay die 
anorneycltant prtvUege, the work product doctrine, and the Arkansas Rules of Professierail 


U9S/ 
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quMTioa th* raotivatioa tot the IG/RTC invcKigadon and the stttutoty autboriqr that emided the 
lO/RTC to this infiMmation. 

38. On April 18. 1994. the IG/RTC served on Rote anotber tubpoena de m a n d ln K 

'[ajny the of any individual, pannetthip. corporation, assoeiatioa or 

other person or entity, to whom the Rose Uw Finn . . . provided 1^ services . . . (tom 
January 1. 1989 throii^ April 19. 1994." 

39. The April 18 tubpoena seeks every (fain document genetmad over the ItM oiBe 

years that bears the Mune of a fclient The pages of documenii retpootive to tWa overly breed 

inquiry poiemiatty nunber in the milllont. Furdiennote. vimialfy aU of them contai n 
r ^.pti"g the services Rote peribnned on behalf of theae clients. Most of this 

infbnnation it eleafly privileged. TheRTCbttactoowiedgedthatithasabeolotely norirf^ 
review aiv privileged intotmadoa, maUag the production of the dooinaeim miaaingleea. 
Deapte il» bieadto or the subpoem. the lO/WC gave Rote only ten days to produce those 

y« 4 iu>Mi« of pages of dta j u m ei d t* Regrettably, tWt most leoent outrageoua demand has 
necessitated tbit complaim. 

40. The Aprfl 18 tubpoena if grottlyoverbroed. Itraquetisliietally milllont of pages 
ofdocumenis. The subpoeimteoltidocunseott relating to Rote cBeimdaliiig back to 1985. ftwr 
yean beftne the RTC was created. Uieelo the identiQr of Rosa’s cUeaBwMiout arty art^^ 
m qrfetwii Art any nmm than a haialftd might present a polettialapplicrirla conflict of interop 

41. MONovar. a list of clienti wUl not antwar tha quaatlon tba IG/RTC la 
invuniiatiiig. A list of cRms win net show whether there was a confiiet. at dm lO/RTC 

acianwledged during diacuision with counaei for Roae. Rather, die 10/RTC admiiied k wodd 

need dm subrtiaro of dm lerviBO Roib perriamed tor theie dieias but, at tha eama dma, k alio 

•dinitiBd that it k iMt emtilid tt obtain such privileged iofoiiaadoafiom Rote. 


U930 
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32. On Maxch 15 and Match 18, 1994, die Inspectors General for the FDIC and RTC 
respeciivdy served subpoenas on Rose in connection with those four overlapping audits md 
investigations. The IG/FDIC and IG/RTC audits arc in substance idemicai. Both seek the same 
information, namely, invoices, origiiial expense records, and original dme sheets dating 

to 1984 for ail services Rose provided to the FSUC, the FDIC. and the RTC. The IG/FDIC 
also is conducting a "conflicts" investigation. Although Rose initially urged the federal agencies 
to consolidate their efforts in order to avoid unnecessary duplicatxm. it complied with each 
investigation when the agencies insisted on proceeding separately. 

33. The IO/RTC*s conflicti investigation is a dg novo review into whether Rose has 
or had actual or potential conflicts oi interest, not only with respect to the Fros$ Litigasioii. but 
also with r es pect to any ocher representation of the RTC. 

34. To date. Rose has folly coopeiaied with this investigation within the bounds of 
its ethical obligadons. Bodi Rose and the IG/RTC agree that no privileged information about 
Rose’s clienti should ever be psoduced. 

35. At the same time, however, the Firm has been c o nc e rned with whether the 
Inspector General Act of 1978. as amended by FIRREA. permits this type of de novo 
investigation. 

36. These coneems were significaady increiaed recently when the IG/RTC insisted 
on receiving a lift of aU of Rose’s cUemt in order to complete its "conflicts’' investigatioa. 
despite the fact that such infoimatioa was not requested in its March 18 subpoena. 

37. Senritive to iu ethical (Alligations to its clients and the coimhutkiDai privacy 
interests of its cUents. Rose, tfaiougb Coomel, asked the IG/RTC to explain how a list of client 
names, without flnther infonnation. would be relevant to its ttx|Utry. Roaa also began to 





5468 


investigations wan commenoed. One investigaiion was braugbt by Outside counsel for the RTC. 
The other was brauglit by the lodependem Counsel appointed by the U.S. Depirtmem of Justne. 
In cumpliBhee with those investigatioiu. Rose produced moie than 62,000 pages to the 
Independent Counsel, mote than 60.000 pages of documents to the RTC (moK of which ate 
copies of the tame doeumenis provided to the Independent Counsel), and more than 60,000 
pages of «vii:unMi n i a to the FDIC (apin. laiply the same documents). Each of those three 
"conflicts* investigatioas altniost eadtely overiapped. White Rose has cooperated with those 
investigations, it has done so in a manner that proncis hilly the conhdentiaUty of client 

infnr matk m. 

1EE INSPECTORS GENERAL'S INVESTIGATIONS 
2g, The aunetousoverli^piiiginvestigitians ate not heiod on an articulable sospiclOD 

thm Rom vuriated ei^ ethical standards. Imiead, they are a raacdon to a baaring befme the 
p»n|rii»g CommittBe on Febiuaiy 24 of tiiii year. 

29. Pnriit g thf heeting. the ftodinp cotaiined in the initial FDIC and RTC wporta 
were severely ciiticaed. It was lequesttd that the lospeeiDts General for da FDIC and RTC 

aoalyn da procedures uied in each agency ’s conflicts investigation 10 asteas the validity of their 

tindingl. 

30. What cerodnSeiweBenkiagCoimninMinembenptMwtctl for was a review by 

etch Oenerat of each agmey’s conduiioBi. not l dt now review by da Ini pec mr i 

of eveiy Rose clieat for the pnipoies of uaeaitfaing a conflict of iiaetest. 

31. Soon alter the hearing, the InipeetenGeneni for the RTC and FIMC began four 
addidonil overi^ping eiidiis and inveedgadons. The IG/RTC's confUcts Inveaigaiion is not a 
review oftheRTC’s initial Inquiiy. Radar, it is a is noio teach for conflicts of inleiett. 
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of the wit. Ultimattly, the fedenl govenmiem recovered more than $1.2 million from Fron 
AComptny. 

24. Before the Frost Litigation, Roec bad represented Madison Guaranty in a few 
isolated matiets, but Rote wu never Madison puaranor’i primaiy outside counsel. In 198S, 
Madison Guaranty retained Rose to advise it with respect to two issues: (a) whether Arkansas 
law would permit the thrift to create a class of prefetied stodc, and (b) wtwther, under Arkansas 
savings and ioaa law, the thrift could operate a broker-dealer snbsidlaty. 

25. On hfadison Guaranty’s behalf. Rose sought the tqtproval of the Arkansas 

Securities Depattmeat (the ’Department'') on thoeeistuie. At the Depanmam's request. Rote 
transmitted an audit of Madison Guaranty pe t fatme d by Frost & Company for the year 1984, 
which concluded that the thrift was financially solvent Rote had no role in preparing the audit, 
nor did it have a duty to undertake to aaieu the acemaqr or adeqnacy of the audit. Instead. 
Rittr «*nply *" pr*"'** hy Mwtivnn Tjje 

Dtparttnent ultimately gransad Madison Guaranty peantaskm to cieaa a claii of prefened stock 
but denied the application to create a broker-dealer. No pr e fcneU stock was ever sold. 

DfrruL coNiucrs iNVEsnGATi(ms 

26. In late 1993. the FDIC and RTC began InvettigMing into wbetber Rote had a 
ooBflletofinieieminiia wp swe mi tkmofMidiiottOuatany lnl985. The agencies concluded 
ifaiirliivMdiilioniiidiiiMiMi^ofBofflieirflndiqfiiBFihnaiy NeWter agency 
coiKiuded Ron vMaied aiqr confliett of haeiett ntke in effect at the thne of dm Fnm 
Liiiiatioo. The PDIC'i leport con cl ude d then ww 'no beefe* to detiinnlnr that Ron’s 
repieseatatioM of other clients poted a conflict of ImeietL 

27. Roseeoapenitdftdiy whh each of iheNhivatflgNion within the bounds of III 
etWcaioMlgatiOMtoaUofitscliBHit. priveteand g ove r am M l i l. Ineaily 1994, two addUonal 
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MAl^bN GUARANTY SAVINGS AND LOAN 

18. It appetn tbat Rote's ptevioai limited tepresraouiofl of Madison Guaruiy 
Savings and Loan Association (’Madison Guaianqr") and its later lepre sema tioo of the 
conservator for Madison is the tianiiig point of the IG/RTC’s cunem invettigatioa. 

19. RoseatsittedintheteeoveiyofmoRtiiao$(.2mUliondoUaninconnectionwiih 

/ 

the of Ouatanty, a Little Rock, Arkansas thrift. The FSUC was appoimed 

conservator fttr Madison Guaian^ on Febniary 28. 1989, and ponuant to agieemem. the FDIC 
tnanagittg agent for the coniervaiofship. 

20. When the FSliC cooservaior, Madison Guaianqr already had instimed 

a Itwiuit for damages against the accounting firm of Fntt & Compaiqr. In diat tawiait (the 

"F>wir LidgaiionO, Madiion Guaiannr alleged Pwtt A Company convicted fttilty niditt of 

Madiaon Gnaraaty (tor the yeaii 1984 sad 1985 Hat coochidod the ihfift was solvent when in fiMt 
it was not. Befttm entering eonieivatotihip. Madboa Guaianqr bad retained another law finn 
to rqtteacnt it in the frair LidfltiOtt. 

21. After becoming wiwgiag agent for the conservatotship, the FDIC detenained 

certain conflies of imeiest pievenmi that other finn ftpm lepnaenting the govenimem beciiue 

it also was diieeiori and ofifeen of Ailed battles in Itwmitt bnw^ by the FDIC. 

22. TlwPP^*^****"******^ Aat film asks coumal and d tt eiii i i ii ed that several other law 
finn weie not accepAble becanie they were itt-eqaipped so handle the con^litt isatee of 

to ttwFmirLMMiion or DOtaeeted similar confliett of ingreit. 

23. In FMfttaty 1989. the FDIC approached Rose mtepieseas it in cotmection with 
tba f/wt t jtipttm. Rose worked cloedy with FDIC atunteye, keeping the FDIC ftilly 
iafbimadofalliHueisiitntaKUiwilidcMe. lTwil)ICitieierieny paitlclpatwlhilheseiilemea^ 
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ItMuranee Cotpoitiion ('FSliC), cbe FDIC and the RTC in their cajMcities as receiven or 
eonservann for failed uvinga and loans both in Arkansas and other since 1984. Rose 
(nesendy represents the RTC in director and officer liability matters arising out of six failed 
financial institaiions. As a ditea result of these reptesemnions. Rose has helped the federal 
govennnem recover millions of dollars from parties accountable for the failure of several 
fiiumciai institutloiu. Throughout this lelationsliip, fodeial legulators have praised Rose for the 
outstanding results achieved on the govenunem’s bdialf. 

THE DEFENDANTS 

16. Defendant the Resolution Trust Corporation Is a corporation establUied by 

Co ngfew in the Financial Instinttion Reform Recovery and En fo rceme n t Aa of 1989, P.L. 101< 
73. 103 Slat. 393 ('FIRREA*}. Among foe RTC's duties under federal law is foe responsibility 
to """Of and reaolve all T f— « involving depoaiioiy instin iti oia whoae accounts were Insuesd 
by foe FSliC before FIRREA was enaetod. See 12 U.S.C. $ 1441a(b)(3KA) (1991 Supp.). 
Congress bu foe RTC is both sn iasoumtniaUqr sad sn sgem of the United States of 

Afflerica. See 12 U.S.C. § l441a(bXlXA). (B) (1991 Supp.). 

17. p #iitviaiit me Office of Inspector General. Resolution Trust Corporation is 
with foe prevention and detection of fiaud and abuse in programs and operations 

administaied or fitaiMd by foe RTC. Sm 5 U.S.C. App. 3 f| 4(aX4). 11(2) ( 1991 Supp.). 
By foe 10/RTC li not miei^ to serve as another bureaucracy dnplieative of the RTC 
and fe oforessly forbidden ffom assuming foe 'program opetafoig re^ioiBibiUties'' of foe RTC. 
f<L at a idOm. 9(a)(2). 
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only ten days to comply. Tbe Inapeetor OenEial lu$ ibieaiened iutdier actioa unless Rose 
complies fltUy by ^>iil 27. 1994. 

12. Although Rose is tiying to coopentc with each inyestigaiion underway, it has 
reluctantly concluded that it cannot comply with this oveneschingiequest. As set forth below, 
the IC/RTC investigatioa ww initialed for an improper purpose and exceeds its snumoty 
authority. Funhennore. the IG/RTC’s demand seeks infermaiian that Is privileged, anempis to 
breach the signiflcam privacy inurests of Rose's clients, and is grossly and unduly bu r de ns ome. 

JURISDICTION AND VENUE 

13. This action is brought to enjoin an wdawhil investigatioa and fubpoenalaitiaiad 
by rv»fe"«toiit ofRce of Inspector General, Resoluiion Tnist Corpciatlmi. under in alleged 
authority in the Inspector Oeosni Act of 1978, P.L. 9S-452, 92 Slat 1102 (codified aa amended 
at 5 U.S.C. App. 3 { 1 « uq.), as amended by tbe Finencial InsthutioH Xefimn Recovery end 
EnfoRemeat Act of 1989, P.L. 101*73, 103 Slat. 393. Juriidiction it proper under 28 U.S.C. 
1331 (1988) and 12 U.S.C. 1 1441a OXD (1991 Supp.). 

14. Venue is proper within thia disttlet because Rose's piinclptl office is in Little 

PfvA- Arkansas, because the euditt and investigalion arc being conducted in Little Rock, 
Atkaiwes. tbe wimeiaes with knowledge about Rose’s documents are in Little Rode. 

Arkanaas, and becauae all of die pages of docnmenli sought, literally millions, ate toemsd in 
Little Rode. AdaMM. 

TBE PLAINTIFF 

15. Roee is a Litde Rock. Atkanttt law firm. Its addreaa is 120 East Fonnh Street, 
Uttle Rock. Aikantm 72201. Altbnigh the vast mdotiqr of Roie'i clients ate private citixens 

aid corpotatioiw. tte Firm also hu a long ind disthipiiibed history of service as a coonaetor 

to Ilia United States go v e m meo L Rote has succettfully raptetanled tbe Federal Savmgs A Ixnn 
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did for etch of (how cliraii. At the same (irae, (be lO/RTC acknowiedgw (be ettoniey^UeiK 
privilege prevem Row fton producing much of tbit infonnathm. 

7. Tbe Inspector General's demand is grossly overbroad. The prior investigadom 
by the RTC and the FDIC have idemiiiad potemiai conflicts with only a hendftil of Rose’s other 
clieats. Although tbe IG/RTC has no articulable suspicion that Rose possessed e conflict of 
interest with raspea to any other clients, it has asked for a list of every one of Rose’s other 
clients. 

8. Rose is constrained flom providing such t list by its ethkel duties to protect the 
confidences of its cUenti. Funher. Row is coopeiled to protect the privacy inieiaia of ite 
clienis. 

9. Roceeaen^Kd in good foitb to n^otiete with ihe IG/RTC to provide it with the 
1 — pi-fH i nfowwarinn while ptoKcting the confidencw and privacy of Row's clients. The 
10/RTC leflised lo narrow its request or to explain why the Infomiation h seeks is irievant. 

to. RoaealsoaskMldiBlO/RTCtoidensifyihestMnoiyattdiotiiyforhsbToad>heisd 
de novo inveitiption. The Inspector Geneial refoaed to identify the source of its suflwtiQr, 
other than to reft tenc e vaguely the Inspector General Act of 1978. That Act. however, 
expressly prohfolis the lO/RTC from ccnductiiig tbe RTCs program operating rsspo n sibtl i ties. 
The Inspector General has leftaed Row's requests thtt it sfonify odier sianitoty piovisioat that 
authorize this investigatioa. 

11. On April 10. 1994. the Inspector Genetal for the RTC setved e iubpoene~the 
R'IC’s third subpoen to Roae--deaandiD| ''(a]ny doenmeatc Uttiag the nanwi of any indMAiai. 
pamenliip, cotpotaiion, moditlon or other person or entity, to whom the Roee Lew Firm . 

. . provided 1^ w rvices . . . ftom lanuexy 1. 198S tfatengb April 15. 1994.’ Abhoagb the 
subpoena’s broid reach would eneonput millions of pegec of paper, the aubpeene ailewt Roee 
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2. Though Rote ptimuily Hm$ noa>govermDcmal entities, for yean Rose has 
successfoUy repretenied federal banking agencies in their capacities as leceiven and coiuervaion 
of failed fmaocial inscliutioos. The RTC has previously refened to Rose as among the roost 
effective and cost e^ient of its hundreds of legal contractors. 

3. Over the last several months Rose hat been notified of several federal 
investigations. In msiqr instances these investigations have been ovetlapping and duplicative. 
Rose has consistently cooperated with those inveedgetieBs and has responded to all reasonable 
requests. 

4. Those investigations have included numerous demands upon Rose for info rmatinn 
in the form of administrative subpoeou or infbimal requests. In particular, the Inspector! 
General for the FDIC and RTC each subpoenaed Rose for inflomution in March 1994. The 
Indqiendent Counsel and RTC each subpoenaed Rose in Febniaiy 1994. TIk IG/RTC’a most 
recent subpoena of April 18, 1994, maika the fififa subpoena Rose has received. 

5. The FDIC and RTC have each compleied conflicts investigations. Netdier of 
them found that Rose breached any i^pUcable rules legaidiug conflicts of inmiest. Most of the 
subsaquem agency inquiries are plainly a reaction to comments made during a U.S. Senate 
Banking Comminee hearing ou Fbbtuaiy 24, 1994. 

6. As pan of its current conflicts investigation, the Inspector General for the RTC 
has repeatedly rcqueated Row to oompUe a list of every client it has satved since 1985-more 
than four year* before the RTC even wu created. Rose esthnaies that the list would include 
thousands of clients. Despire foe itutuaiveiiessitffliat demand into the affaire of Rote and all 
of its clietui and the burden of printing such a list, the Inspector General has refused to explain 
how that list is lekvaot to in investigadon. On its ftoe. the list of clients will not Infonn the 
lO/RTC whether iheie ever wai ■ eonfUtt. Rather, the lO/RTC wcMid need to know what Rose 
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IN THE UNITED STATES DISTRICT COURT 


fJLeo 


FOR THE EASTERN DISTRICT OF ARKANSAS 


«eT4*5ji^ 


WESTERN DIVISION 2$ 


ROSE LAW FIRM. 

A PROFESSIONAL ASSOCIATION. 


Plaint^, 


versus 





CivU Action N 


9 4-261 


RESOLUTION TRUST CORPORATION. 
AND OFFICE OP INSPECTOR GENERAL. 
resolution TKUST CORPORATION. 


D^sniams, 


§ 


i 

i** «ttHnw t« •inrfM 
•St *• 4M[|t 



COMPLAINT FOR DECLARATORY 
JUnGMBNT AND INIUNgTIVR RRMBir 

PteintifTRoie Law Finn, a Protaiionil Anoeiation ('Row*), filw diii Compiaitt for 

Declaniory JudfOMt and lofoncfive RNiafacaint Defendantt dm ftwolitiion Tniff CotpotahoB 

(*RTC*) and die OfBoe of lupecnr Genand, Raaoliiiien Tnut Coipondoa ('IG/RTC*) amt 

would iGspectftiUy liiow ddi Couic 


INTRODUCTION 


I. This compiaint weka declantoiy and injunctive relief ariiing out of a review by 
tfae IG/RTC inn poleadal condka of iwetwt on die pan of Row in co nnect io n with itt put 
npnsenation of the RTC. ReBcntly, the IG/RTC hu leqnetlEd hifonnadon that potentially 
tnvolvu pcivilaged aMOen that even the IG/RTC conwdw could never be diaeloied by Row. 
Thus for, while Row hu coopeiawd fotty with all investigative efforts by IG/RTC end other 
govcnimeoiai tuthotidu it hu done so in a mannef that protects folly the eonfldentiality of 
client in fo"M«w« However, becaiiw the infomation sought it privileged and burdensome to 
produce, and the lG/RTC‘t invettigacion has excee d ed iu ttanitoty auttauity. Rose now 

seeks teUef in this Cooit. 


/ 29 -z/ 



PraflofMav4. 1994 


[To be added as para^r^h 5 to Section Vn (B) of the Master Delegations of Authority] 

5. Pursuant to the authority vested in the CEO by the Resolution Trust 

Corporation Refinancing, Restructuring, and Improvement Act of 1991, Pub.L. No. 102>233, 
and the Resolution Trust Corporation Completion Act of 1993, Pub.L. No. 103-204, 
authority is her^y delegated by the CEO to the Inspector General or designees to initiate, 
conduct, defend, settle or otherwise compromise litigation or other legal proceedings 
concerning the issuance, enforcement or defense of subpoenas issued by the Office of the 
Inspector General or otherwise relating to the power or authority of the Inspector General 
pursuant to the Inspector General Act of 1978, as amended.y 
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John E. Ryan, Chief Executive Officer 

May 4, 1994 

Page3 


and the inability to obtain the requested information is hampering our 
investigation. 

Attachments 

cc: Ellen B. Kulka, General Counsel, RTC 

Patricia M. Black, Counsel to the Inspector General 
Steven A. Switzer, Deputy Inspector General 


ut/f 
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John E. Ryan, Chief Executive Officer 
May 4, 1994 
Page 2 


The Master Delegations of Authority delegate to the Senior Vice President and 
General Counsel or designees *...the authority to initiate, conduct, defend, settle 
or otherwise compromise litigation or other legal proceedings in which the 
Corporation is a party in any one or more of its capacities, within the limitations 
as to amounts indica^ on Appendices VIIA.l and VIIA.2.” Section 
Vn(B)(2)(b), Master Delegations of Authority of the Resolution Trust 
Corporation, CEO Resolution 92-CEO-3, February 1, 1992. The Master 
Delegations of Authority currently do not distinguish actions involving the Office 
of Inspector General from other actions involving the Corporation. 

Under the Inspector General Act of 1978, as amended, the Inspector General is 
authorized to issue subpoenas duces tecum which, "...in the case of contumacy or 
refusal to obey, shall be enforceable by order of any appropriate United States 
district court....” S U.S.C.App. 3, at §6(a)(4). The power to enforce a 
subpoena is clearly ancillary to the power to issue it in the first place. The 
Inspector General Act expressly prohibits the head of an establishment or his 
subordinates from preventing or prohibiting the Inspector General from 
"...initiating, carrying out or completing any audit or investigation or from 
issuing any subpoena during the course of any audit or investigation." Id., at 
§3(a). 

The controversies in the Rose Law Firm suit, as well as any other litigation 
associated with the enforcement or defense of a subpoena issued by the OIG, 
relate to the statutory power and authority of the Office of Inspector General 
under the Inspector General Act. This area of the law is of unique concern to 
our office bemuse of the ramifications of these cases to our statutory 
independence. As such, litigation relating to the enforcement of subpoenas issued 
undtf the Inspector General Act should be wholly within the province of the OIG. 
In fact, in ordinary circumstances, we work directly with the Department of 
Justice in subpoena enforcement cases, in both pleading and arguing before the 
courts. 

In addition, in his particular case, the investigation potentially involves the 
interaction of the Legal Division with a law firm hii^ to iq>resent the RTC. 
Involvement of the RTC Legal Division in this lawsuit would, we believe, subject 
the Corporation to allegations of conflict of interest. 

Accordingly, attached is a delegation of authority which would enable my office 
to handle this litigation directly. My counsel has briefly discussed this matter 
with General Counsel Ellen Kulka, and the two of them have scheduled further 
discussions tomorrow afternoon. It is important that this delegation be made 
promptly, as the time period for re^xmding to the Rose Law Firm suit is brief, 

nf/? 
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OFFICE OF 

INSPECTOR 

GENERAL 


RESOLimON TRUST 
CORPORATION 


DATE: 


May 4, 1994 


MEMORANDUM TO: John E. Ryan 

Dq)uty and Acting 
Chief Executive Officer 


FROM: 



Inspector General 


SUBJECT: Delegation of Authority to Enforce Subpoenas 

Issued by the Inspector General 


The Resolution Trust Corporation and, specifically, the Office of Inspector 
General (OIG), are named defendants in a suit filed by the Rose Law Firm in the 
U.S. District Court for the Eastern District of Arkansas, Western Division, 
seeking a declaratory judgment that an investigation being conducted by the OIG 
is unlawful and a permanent injunction against enforcement by the OIG of a 
subpoena issued by the Inspector General in support of the investigation. A copy 
of the complaint is attached for your information. 

Litigation of actions involving the enforcement of subpoenas issued under the 
Inspector General Act of 1978, as amended, ordinarily are handled exclusively by 
the Department of Justice pursuant to its authority to conduct litigation on behalf 
of the United States. 28 U.S.C. § S16. The Department of Justice has informed 
us that it is not appropriate for the Department to undertake the representation of 
OIG in this case given its recent employment of former Rose Law Firm partner 
Webster L. Hubbell. The Office of the Independent Counsel has declined to 
rqnesent the OIG on the basis that it lacks jurisdiction over the issue in dispute. 
The Office of the United States Attorney for the Eastern District of Arkansas in 
its entirety recused itself from cases associated with the Whitewater investigation. 
At this point, it would seem that the best course is to handle the matter under the 
independent litigation authority of the RTC. 


ITSSN. 
l0117lhSta«il.r«Wa Wa 


VA2220S 

OC20434A001 


nuf 
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CERTIFICATE OF SERVICE 


I hereby certify that I have causea true ana correct cocies of the 

'oregoing Plaintiff s Complaint ana Emergency Motion For Expeaitea Briefing 

Schedule to Resolve Summary Judgment Motion to oe served on the 'oilowing 

parties, on this 11th day of May. 1994 

Mr. Jonathan Fiechter 
Acting Director 
Office of Thrift Supervision 
1700 G Street. N W. 

Washington. D C. 20552 

Mr. John E. Ryan 
Deputy Chief ^ecutive Officer 
Resolution T rust Corporation 
15th & Pennsylvania Avenue. N.W. 

Washington. D C. 20220 

The Honorable Janet Reno 
Attorney General of the United States 
U.S. Department of Justice 
10th & Pennsylvania Avenue. N.W 
Washington. D C. 20530 

Eric Holder. Esq. 

United States Attorney 
555 Fourth Street. N.W. 

Washington. D.C. 20001 



J'ackson R. Sharman III 
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Xa aooocdaiiM vltt tbm ptoowimiMM ot TtiUm 28 > U.S.e. Smcteian 
06(0), yoa mrm hmMty notidad tHaO tdio Stmtmm Mftgiotate 

JUdgw oC this Oiotdots ooar fc , In luMltrlon te «lioir otbMr dntlM, 
upon tlio ooB— irt: ot aJJL partiiMi ijo a olTdUl caoa, wr co n doo fe jMqr w 
all pmnaatfnga In a civil cmmm, fnnlndingr a jury or nonjttr y lariLal, 
and cedar tha o n t gy or a rtnal jodgnanlr^ 


Von ahooM ba anara ttiaO y o ur daciaion tso < 

aMga mat lia antiralr volnSS^> Only IT all t 
cma conaant to tba rafiacanM t» a Iftipintrata Otadi 
JMga or ‘tha Magiatrato Ohdga to ahoat tha caaa hhi 
ingoinBad og your dadaion. 


to tha 
mad ha 


la appeal gcon a j n d g a ant antacad hy a Jiaglatmta Jhdga my ba 
tataa diraBtly to tha Ihiltad S t a t a a Court* og- Appaala gor thin 
jndidaX cixciilt in* tha aana naim a r an an appaal gran any othar 
Jndgnant og a Dlatriot Ooort. Altamatlvaly, upon conaant €»g*all 
partlaa, an appaal gran a jndgaant an tarad by a Magi a t ra t a Ohdga 
■ay ba taloan dixaetly to a Diatrict . Jtoga« Caaaa in ahlch an 
appaal in takan to a Diatrict Jhdgn nay ba raw riawa d by tha Ohitod 
« 8 tataa Oo nat og bppaala gar thin jndidnl oircnlt only by nay og 
petition gor laava to appeal* 


HMfcr HazzR-nE 

clarJc og Court 


C0942A 
Rav. 2/93 
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*C MO $Miwiwn« rf* • C<«« 


States district Court 

DISTRICT OF CQLlfCIA 


JAMES A. LEACH 

U.S. House of Representatives 
Washington r D.C. 20515 

RESOLOTION TRUST )$iORPORATIOM 
15th & Pennsylvania Ave.r N.W. 
Washington, D.C. 20220 
and 

OFFICE OF THRIFT SUPBRVISIOH 
1700 G Street, N.W. 

Washington, D.C. 20552 


SUMMONS IN A CIVIL ACTION 

CASE NUIMBER: 

94 1033 


TO: ■« 011—.II 

Resolution Trust Corporation 
15th A Pennsylvania Ave., N.U. 
Washington, D.C. 20220 
Attn: John E. Ryan 

Deputy Chief Executive Officer 




YOU ARE HEREBY SUMMONED and raquirsd to file with the Cleft of tMe Court and Mfve upon 

eiAiMTirr’s AironNtv mm 
Bobby R. Burchfield 
Jackson R. Shazaan III 
COVIHGTOH a BURLING 
1201 Pennsylvania Ave. , N.W. 

P.O. Box 7566 

Washington, D.C. 20044-7566 

an answer to the complainc which is he rew it h a ened upon you, wHhin NP 3d days after Mrviee of 

this summons upon you, exciusiv>i of the day of service. If you fail to do so, judgmem by default will be taken 
against you for the relief demande d in the complaint. 


NANCY MAYER-VVHITTINGTON 
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Tnis schedule recognizes the urgency of Plaintiffs request. It also takes 
into account that Plaintiff has been seeking these documents for six months, and 
Defendants are fully aware of Plaintiffs claims. In view of the important public 
interests at issue, prompt resolution of this matter is. we respectfully submit, 
imperative. 


CONCLUSION 

For the reasons previously stated, Plaintiff James A. Leach respectfully 
urges this Court to enter the proposed Order setting forth an expedited briefing 
schedule for resolution of this case. 


Respectfully submitted, 


BobBy R. Blirchfield > 

(D.C. Bar No. 289124) 

Jackson R. Sharman III 
(D.C. Bar No. 428799) 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044 


Attorneys for the Plaintiff 


DATED: May 11. 1994 
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Defendants ~ is entitled to request such documents. Not only does Defendants' 
position depart from their well-settled custom of cooperating with the Ranking Minority 
Member, it also neglects the obligation of the Ranking Minority Member to fulfill his 
oversight responsibilities even when senior Administration officials are implicated in 
wrongdoing. 

Therefore, immediate access to the requested documents is essential 
for the proper performance by Plaintiff of his oversight responsibilities pursuant to 
FIRREA and House Resolution No. 394. In this action. Plaintiff seeks the documents 
pursuant to the Freedom of Information Act, 5 U.S.C. § 552(b) ("FOIA"), the 
Administrative Procedure Act, 5 U.S.C. § 706 ("APA"), and the Financial Institutions 
Reform, Recovery, and Enforcement Act of 1989, 12 U.S.C. § 1441a(k). 

Accordingly, Plaintiff respectfully urges this Court to enter the briefing 
schedule set forth in the attached proposed Order so that this matter may be 
resolved as promptly as possible. The proposed briefing schedule is as follows: 


May 16, 1944 PtamtHTs Motion for Summary Judgment 

and Supporting Memorandum 

May 23, 1994 Defendants' Opposition to Motion for 

Summary Judgment 


May 26, 1994 


PtaintifTs Reply Memorandum in Further 
Support of Summary Judgment Motion 


May 27, 1994 Argument on Summary Judgment Motion 

(or as soon as this 
Court’s schedule permits) 
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Madison Guaranty Savings & Loan Association of Little Rock, Arkansas ("Madison 
Guaranty") from Defendants, but they have declined to produce any such documents 
other than those available to the general public pursuant to the Freedom of 
Information Act. Madison Guaranty, which foiled at a cost to taxpayers of 
approximately $67 million, has come under intense scrutiny in recent months because 
of potential confHcts of interest and alleged diversion of funds for political or other 
improper purposes. Allegations have also been raised concerning regulatory delays 
in closing Madison Guaranty. 

Based upon these and other alleged irregularities, both the Senate and 
the House of Representatives have voted to investigata and hold hearings regarding 
Madison Guaranty. Moreover, the Federal Home Loan Bank Act, as amended by the 
Financial Institutions Reform and Recovery Act ("FIRREA"), requires the Committee 
to hold an oversight hearing within thirty (30) days of receiving each semi-annual 
report from the RTC. 12 U.S.C. §1441a(k))6). The RTC’s most recent semi-annual 
report was submitted on April 29. 1994; the statutorily mandated hearing must 
therefore occur no later than May 31, 1994. The status of the RTC's investigation 
into the circumstenoes surrounding the failure of Madison Guaranty will be a subject 
of that hearing.^ 

Defendants have refused to make available the requested documents on 
the ground that only the majority party in Congress - which also controls 

Although the Chairman of the Committee unilaterally cancelled the required 
hearing on the RTC’s November 1. 1993 semi-annual report. Plaintiff is confident that 
the Committee will comply with the law and hold hearings on the RTC’s most recent 
report 


M9/0 
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IN THE 

UNITED STATES DISTRICT COURT FOR 
THE DISTRICT OF COLUMBIA 


JAMES A. LEACH, 

Plaintiff, 

V, 

RESOLUTION TRUST CORPORATION 
and 

OFFICE OF THRIFT SUPERVISION. 

Defendants. 


EMERGENCY MOTION FOR EXPEDITED BRIEFING SCHEDULE 
TO RESOLVE SUMMARY JUDGMENT MOTION 


Plaintiff James A. Leach, in his capacity as the Ranking Minority 
Member of the Committee on Banking, Finance and Urban Affairs of the United 
States House of Representatives ("the Committee"), hereby moves for entry of an 
expedited schedule for briefing his motion for summary judgment. Plaintiff’s 
complaint is being filed simultaneously with this motion. 

As set forth in more detail I'n the Complaint, Defendants Resolution 
Trust Corporation ("RTC") and the Office of Thrift Supervision ("OTS") are within the 
oversight responsibilities imposed upon Plaintiff and the Committee by the United 
States Constitution, statute, and the Rules of the United States House of 
Representatives. For over six months. Plaintiff has sought documents pertaining to 


Civ. No. 
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(d) . Awarding Plaintiff such other and further relief as this Court 

deems equitable, just, and proper. 

Respectfully submitted. 



(D.C. Bar No. 289124) 

Jackson R. Sharman 111 
(D.C. Bar No. 428799) 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
P O. Box 7566 
Washington, D.C. 20044 


DATED: May 11. 1994 
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WHITEWATER/MADISON: RECUSAL 


OUASHOQ: 

Secretary Altman, why have you failed to recuse yourself thus far from the RTC's 
work relating to Madison Guaranty? How many discussions have you had 
concerning Madison and related matters? 

Anawqr: 


n Iff 
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WHITEWATER/MADISON: TREASURY INVOLVEMENT 


OUfiSSifla: 

Have any other officials of the Treasury Department been involved in any 
substantive discussions relating to the RTC's handling of Madison or related 
matters? 


Anawflc: 

• It is my understanding that any other involvement by Treasury personnel has been 
solely with respect to the process being foilowed and has not deait with substantive 
issues. 


/Z7¥5 
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WHITEWATER/MADISON: CONVERSATIONS WITH WHITE HOUSE 

Oufilliflin: 

Secretary Altman, have you or any other Treasury officials held any conversations 
with the White House concerning this matter? 


Answer : 


/Z7¥^ 
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WHITEWATER/MADISON: JUSTICE DEPARTMENT 

Qucgtion: 

Has the Justice Department told the RTC what it can and cannot tell the Congress 
In matters relating to Madison County? 


Anawftf: 

* .Ccmsistent with past practices, the RTC has discussed |he release of information 
that the Justice Department heliaves may hamper or affect its investigation of 
matters in which the RTC has Information or an interest. 


/^7V7 
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WHITEWATER/MADISON: ROSE LAW HRM 


Question: 

Secretary Altman, has the RTC investigated the Rose law firm and whether or not it 
correctly represented possible conflicts when soliciting business with the RTC? 

Have you recused yourself from this matter? 


Anaw^r: 

• The FDIC, at exclusive agent for FSLIC, was the original conservator of Madison 
and, as such, retained the Rose law firm. I understand that the FDIC has 
investigated the circumstances arising out of that relationship and has released a 
report. We have been apprised of the contents and conclusions contained in it and 
have no information whi^ would lead us to a different conclusion. 


/Z7¥S 



WHITEWATER/MADISON: INDEPENDENT COUNSEL 


QUfiSSifin: 

Secretary Altman, has the RTC been in contact with the Independent Counsel 
Robert Fiske? Have you participated in these conversations? 


Answer: 

• I understand that there have been several telephone conversations with NIr. Fiske 
and his staff and members of RTC's Legal staff. I have participated in no such 
discussions. 
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WHITEWATER/MADISON: CONGRESSIONAL REQUESTS FOR INFORMATION 


Question: 

Why has the RTC taken the position that an individual member of Congress only has 
the standing of an average citizen when making requests of the agency for 
information? Isn't it true that there is a certain amount of flexibility in interpreting 
the law regarding this question? Mr. Altman, were you involved in this decision? 
Were any other Treasury officials involved in this decision? 


Anawar: 

• The RTC has taken the position that requests for information from individual 
Members of Congress have the same standing as FOIA requests and are subject to 
the same exceptions. There Is no credible legal theory or authority to the effect that 
the law is otherwise. 

e Providing privileged information to an individual Member of Congress would likely 
waive all applicable privileges and could also result in other violations of FOIA. 

• Our position is consistent with that of other agencies and of the Department of 
Justice. 

e We are most concerned that we take no steps which would impair our ability to 
carry out our responsibilities or violate relevant law. 

• At the same time, we have provided individual Members of Congress with 
significant amounts of documentation and information within the limitations which I 
have described and we will continue to cooperate to the fullest extent possible. 

• The dedslona made with respect to information which may appropriately be shared 
have been made by the staff of the RTC in accordance with normal procedures. 


fZ7S0 
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WHITEWATER/MADIbON: CONGRESSIONAL REQUEST FOR INFORMATION 
OUfiSlifiQ: 

Why is the RTC refusing to provide information about Madison and Whitewater to 
this Committee? 


Answer: 

• At the present time the RTC is cooperating with the investigations by 

individual members (Rep. Leach/Sen. D'Amato) to the fullest extent possible 
under the iaw. 


Question : 

Haven't you refused to provide specific information to Members of 'the Committee 
(Rep. Leach/Sen. D'Amato) and their staffs which they have advised you is 
extremeiy important to their carrying out of their duties? 


Answer : 


• Absent a request from the Committee, the RTC is iimited with respect to for 
general areas: 

(a) Information regarding the personal and corporate financial records in it 
possession; 

(b) Information relating to criminal Investigations: 

(c) Information which Is privileged; and 

(d) Material relating to possible civil litigation. 


/27T/ 
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WHITEWATER/MADISON: CONGRESSIONAL REQUEST FOR INFORMATION 


FqIIQW Up: 

As a Committee Member (Minority Member) and as a participant in this hearing, I 
am formally requesting that you supply the material previously requested (by Rep. 
Leach/Sen. D' Amato). 


Answar : 

In order to change this approach, the RTC needs clarification from the Chair as to 
whether a request during the hearing from an individual member constitutes a formal 
request by the Committee as part of this hearing on the Thrift Depositor Protection 
Oversight Board. 


FqHqw up: 

As the Chairman of this Committee (Chairman Riegle/Chairman Gonzalez), I am 
requesting that you provide the information requested to the majority and minority 
staffs of this Committee. ' 


Rgapgnaa: 

The RTC, in addition to its obligations to comply with law is deeply concerned about 
the providing of information which could have a negative impact on its investigation 
or litigation of any matter. Furthermore, the Justice Department has already 
requested that witfi respect to Madison, we make no information available about 
criminal referrals without Its consent. 


Follow up: 

I insist. 
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WHITEWATER/MADISON: CONGRESSIONAL REQUEST FOR INFORMATION 


Alternative A: 

May I reiterate our concerns about possibie negative affects on our investigation. 
However, since the Committee is making a formal request, I request on behalf of the 
RTC that appropriate safeguards be implemented after consultation with the staff of 
the Committee to protect the confidentiality of information and to preserve the 
privileged nature of any information disclosed. Furthermore, the RTC will consult 
with the independent counsel to advise the Committee of its position on the impact 
on the independent counsel's Investigation before providing any information. 

Alternative B: 

Mr. Chairman, the RTC will respond as to its position on this request expeditiously 
after consultation with the independent counsel. 


Background: 

• The RTC has previously provided privileged information to Congressional 
Committees with safeguards such as a promise of confidentiality or under a 
threat of subpoena which protects the agency from a claim that its privileges 
have been waived by disclosure to Congress. For example, the RTC has 
disclosed: 

e information regarding Southwest Savings litigation to Senate Banking 
under a promise of confidentiality: 

# information regarding Homefed to House Banking under threat of 
subpoena; and 

e certain authority to sue memoranda to the House Subcommittee on 
Civil Service under a promise of confidentiality by the Chairman of the 
Subcommittee, after the original request by Congresswoman Schroeder 
for such information was declined. 

• In the absence of such safeguards the RTC would have to consider all its 
options to include executive privileges in order to avoid Jeopardizing its 
statutory obligations. 
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WHITEWATER/MAOISON: CRIMINAL REFERRALS 
Quastton : 

How many criminal referrals were made by the RTC relating to Madison? When 
were they made? Could you provide a copy of these referrals to the committee? 


Answsr: 

• It is the policy of the RTC not to discuss criminal referrals. 

• All questions concerning criminal investigations should be directed to the Justice 
Department, and in the case of Madison to the Independent Counsel Robert. Rske. 


/Z7S‘i- 
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WHITEWATER/MADISON: CIVIL ACTIONS 


Question : 

Why has it been almost five years since Madison failed and no civil action has been 
taken vyhile many criminal referrals have been made? 


Anwer: 

• While an In-depth response concerning the actions taken by the RTC in connection 

with Madison must await a later date, let me provide you with a review of 

significant events: 

• The original statute of limitations for Madison civil claims expired on the 
three-year anniversary of the appointment of a receiver in early 1992. 

• Before that point, there was a civil claim pursued first by FDIC and then the 
RTC against Madison's former auditors; this case was originally filed by 
Madison prior to its failure and was successfully settled. Certain other 
litigation was also pursued. 

• Despite the fact the statute of limitations for civil claims had expired early in 
1992, the RTC has continued to assess Madison, as well as other institutions 
as to whether criminal referrals should be made since the limitations period for 
criminal charges is longer. 

• It was only the middle of December 1993, with the enactment of the RTC 
Compietlon Act, that the statute of ilmitations was renewed with respect to a 
iimited ciass of dvil actions. 

• As part of the recently enacted California Earthquake relief bill. Congress 
extended the statute of limitations which would otherwise have expired 
institution by institution on dates from early in 1994 onward, to December 31, 
1995. 





WHITEWATER/MADISON: CIVIL SUIT 


Question : 

Secretary Altman, last year you sent a letter to this committee indicating that the 
RTC had never missed a statute of limitations deadline, and that therefore an 
extension of the statutes was not necessary. Apparently no civil suits against 
directors, officers, or law firms involved with Madison were brought. Does this 
mean that the Madison situation was reviewed and that a decision was made at 
some point in the past that a suit would not be brought? When was this decision 
made? 


Aossttfit: 

• For all the reasons described above. It Is not appropriate to discuss an Individual 
case at this time. 





6297 



f2-7S-J 



5298 



Office of Thrift Supervision 
Deparcmenc of the Treasury 

1700C SiMfi. N W . Washington. D C, 20552 • |202) 906^590 


February 8, 1994 


The Honorable Jamee A. Leach 
Ranking Minority Nenber 
Committee on Banking, Finance, 
and Urban Affaire 

United States House of Representatives 
Washington, 0. c. 20515 

Dear Congressman Leach: 

I am writing both in response to your letter of February 
4, 1994, and to follow up on our previous correspondence and on 
communications between our respective staffs over the past 
several weeks. 

On December 9, 1993, you requested access to all 
documents related to Madison Guaranty Savings and Loan and its 
subsidiaries. I responded on December 22 noting a number of 
concerns about the confidential or privileged nature of 
categories of documents, including supervisory and examination 
materials that we release only in very limited circumstances. 

As you know, it is the long-standing policy of OTS and the 
other banking agencies to protect the confidentiality of 
sensitive information concerning insured institutions. I 
suggested our staffs review the categories of documents in 
which you had expressed an interest. 

Over the next weeks, OTS staff compiled the information 
you requested and prepared an index of the file folders on 
Madison Guaranty that were in our Dallas office. We supplied 
your staff with copies of certain publicly available documents 
responsive to your request as well as the index. 

Your staff then reviewed the index and identified 
several file folders in which they had an interest, while a 
substantial number of documents remained in issue, we 
appreciated your staff's effort to refine the request. 

On further review of the file folders requested, we 
explained to your staff that many contained documents that 
were, in whole or in part, confidential or privileged. Your 

ms-g 
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Honorable James A. Leach 
Page 2 


staff took the position that an information request from a 
ranking minority member was entitled to the same treatment as 
a request from a committee or a committee chairman. Your staff 
offered to provide a legal memorandum explaining their 
position, and asked that we not make any determinations on the 
release of doc\iments until ve had reviewed it. On January 26, 
we received that memorandum. 

our staff has reviewed that memorandtim and the relevant 
authorities with care. Respectfully, we have come to the 
conclusion that ve may only provide you with those documents 
within the first category of documents described in my December 
22 letter. Specifically, ve differ with the view that Rules X 
and XI of the House of Representatives grant to a ranking 
minority member (or any individual member) the same authority 
to request information that a committee or a committee chairman 
possesses. While these rules provide a certain degree of 
equality among the majority and minority, ve do not believe 
these rules delegate the Congress' investigative authority to 
individual Representatives. 

X regret that we have been unable to be more 
accommodating to your request. We have given your request 
priority treatment and have been reviewing the documents 
covered by the index to determine %rhich additional documents, 
or portions of documents, may be made publicly available, and 
ve will provide these to you as ve make those determinations. 

Sincerely, 

i- 

Jonatiuin l>. Ficchter 

Acting Director 


/Z7S9 
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* COMMITTCC ON 9ANKINQ. HOUSING. AND 
URBAN AfPAiRB 

WASHINGTON. DC 20810-S07S 


February 8, 1994 


Mr. Roger Altman 
PreBident Interim and 
Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street N.W., 
Washington, D.C. 20434 

Dear Mr. Altman: 


The RTC has acknowledged that the statute of limitations for any civil action 
arising from the failure of Madison Guaranty will run out on Februajry 28. After 
Febniaiy 28, the RTC will not be able to recover any more of the $47 million the 
taxpayers were forced to pay to close Madison. 

The RTC took over Madison in 1989. Presumably, the RTC has thorough 
knowledge of the institution, the reasons for its failures and the individuals and 
activities that contributed to its demise. The RTC made a criminal referral to the 
Justice Department perhaps as early as October, 1992 based on its extensive 
information and investigation. 

The KTC*e inaction on the dvil side is therefore even more disturbing. With 
the civil statute of limitations about to run out, the RTC must take action 
immediately. Unities the RTC takes actions, the rights of the American people to 
justice and financial recovery will be forfoited to a legal technicality. 

Your Februaxy 1 letter offered assurances **that the Resolution Trust 
Corporation is conducting a thoroujdi review of the potential civil claims it possesses 
as a iwilt of the failure of Madison.” Moreover, you stated that the RTC ”will 
vigorously pursue all appropriate remedies using standard procedures in such cases, 
which could Include seeking agreements to toll the statute of limitations." 

Beyond this general response, we are seeking specific answers to the following 
questions: 


♦ What is the RTC doing to obtain voluntary agreements to extend the 
statute of limitationa from all potential defendants in the 
Madison/Whitewater matter beyond February 28, 1994? 


/a 7^/ 
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♦ In the event the RTC cannot obtain tolling agreements, will the RTC 
file appropriate civil claima ageinat all individuals whom the RTC has 
reasofliable cause to believe may be liable to the United States prior to 
Februaiy 28, thereby tolling the statute and allowing time for 
refinements to the original complaint? 

e Will the RTC provide us with a complete report on the status and 
scope of its "thorough review" as soon as possible? 


Time is of the essence. The RTC has had years to investigate Madison 
Guaranty; it should have complete knowledge of the situation and adequate legal 
foundation for any civil suits. It has only weeks left to act and it should do so 
without further d^y. 

We must respectfully request that you respond fully and promptly to this 

letter. 
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fteSOLUTtON TRUST CORPORATION 

RwMucThtCrWi 
Rcilortaf Tkc CMJUtM 


PROFILE #: 93-123551 

RT-12757 RT-12462 

cc: *^r. Ryan 

Standard Discnbucicn 

Ms. Kulka 

Mr. Binkley 

Ms. Svevar 

Mr. Collishaw 

Ms. Kuiper 

Ms. O'Brien 


February 7, 1994 


The Honorable Jim Leach 
Ranking Minority Member 
Committee on Banking, Finance 
and Urban Affairs 
House of Representatives 
Washington, D.C. 20515 

Dear Representative Leach: 

Interim CEO Altman has asked me to respond to your request for 
records pertaining to Madison Guaranty Savings and Loan contained 
in your letter of December 9, 1993. This response also pertains to 
the memorandum prepared by your staff entitled **Right of a Ranking 
Minority Member for Access to Agency Records,” dated January 14, 
1994 (Memorandum) . 


The Memorandum was in response to concerns which RTC staff raised 
at a meeting with Mr. Joseph Seidel, Minority General Counsel, and 
other members of your staff, including whether you were making your 
request in your individual capacity or on behalf of a committee or 
subcommittee of the Congress. As you may know from our discussions 
with your staff, the RTC is concerned that disclosure of different 
categories of information could constitute a waiver of one or more 
privileges to which the agency is entitled, or result in the release 
of personal or corporate financial information in violation of 
Federal law. 


At the time we raised these concerns, your staff offered to supply 
us with a legal memorandum that would show that (1) you as the 
Ranking Minority Member had authority commensurate to a Committee 
Chairman's with regard to access to agency information; and (2) 
regardless of your standing, you had absolute access as a Member of 
Congress to any agency record. The RTC has reviewed the Memorandum 
and the relevant lav and authority. Despite our desire to cooperate 
with you, the agency must continue to take the position that a 
Ranking Minority Member has the authority of an individual Member 
of Congress and therefore may only obtain information that would be 
otherwise available to the public pursuant to the Freedom of 
Information Act. Moreover, the RTC believes that disclosing 
privileged information to you could raise questions of waiver and 
could detrimentally affect any further legal actions that may be 
contemplated regarding Madison. 

Notwithstanding the different conclusion the RTC has reached on this 
issue, we will continue to review the status of legal proceedings 
relating to Madison, and consider whether we can prudently disclose 

aor }mstmut.K}NLWatNna^O.C,7DiOM 
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any additional information. Wa hava thoroughly cooperated with your 
request providing thousands of pages of documents. We have also 
given your request the highest priority in order to respond in as 
timely a manner as possible. In the interim, we will continue to 
work with your staff to make available to you as many records as 
possible within the limitations discussed above. 

Sincerely, 


John E. Ryan 
Deputy CEO 


/Z7i? 
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^esoLuriON r/fusr corporation 

Kcsolvint 1 he Crisis 
Rcsionnc i he ( onfMlcticc 


February 4 , 1994 


MEMORANDUM TO THE FILE 


FROM: 


Ellen B. Kulka 
General Counsel 



SUBJECT: Madison S&L 


These are the talking points for anyone authorized to discuss 
the Madison situation. Additional information should not be 
supplied unless it has been properly approved. While this is 
standard procedure, anyone authorized to speak should be aware that 
the discussions of any additional information could have an impact 
on the agency's legal position in any matters arising out of 
Madison. 


Attachment 


cc: Altman 

Hanson 
Ryan 
Dudine 
Katsanos 
Knight 
Hindes 


aoi f Tff) Shmt, N.W. WaNn o n M i, 0.C 204U 
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"lE 0 

Robert B. Fiske, Jr. ,/ ^ 

Independent Counsel 
Office of the Independent Counsel 
Two Financial Centre, Suite 134 
10825 Financial Centre Parkway 
Little Rock, Arkansas 72211 


February 4, 1994 


VI A F A QSmiLE ANP MAI L 


Ellen B. Kulka, Esq. 

General Counsel 
Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 

Dear Ms. Kulka: 

Confirming our telephone conversation of this afternoon, 
it would be helpful if you would send us a copy of the Purchase 
and Assumption Agreement referred to in your February 4 letter, 
as well as the specifics of every other situation in which you 
believe the Department of Justice has granted the RTC access to 
documents which the RTC or its acquiring institutions have 
produced pursuant to a grand jury subpoena. 

We will give prompt attention to your renewed request as 
soon as we receive this information. 




Sir^erely yours 



Robert B. 


cc: Mr. John E. Ryan 

Acting Chief Executive Officer 


/Z.7 7<; 
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MADISON GUAKANTY SAVINGS ASSOCIATION 
TALKING POINTS 

:n February :s, l?89 Madison Guaranty was placed into 

conservatcrsnip with the F'DIC as managing agent for the FSLIC. 

. The FDIC was responsioie for managing S&L's that failed in 
1989 until this function was transferred to the RTC upon its 
creation on August 9, 1989. 

2 . Congress decided that the statute of limitations in FIRREA did 
not provide enough time to address ail potential claims. 

4. With the enactment of the RTC Completion Act on December 17, 
1993, the statute of limitations within which suit could be 
brought for certain kinds of claims was extended for an 
additional two-year period from the date when it had already 
expired. 

5. The claims to which the reopened statute of limitations apply 
are for civil fraud and intentional misconduct. 

6. Upon the enactment of the Completion Act, the RTC began 
reviewing institutions including Madison in situations where 
the reopened statute of limitations would expire shortly. 

7. In the case of Madison, if such claims do exist the RTC will 
vigorously pursue all appropriate remedies, with full 
awareness of the limited period available. 

8. The RTC's jurisdiction is solely as to civil claims. Any 
potential criminal matters are within the jurisdiction of the 
Justice Department. 


a. On January 21, the RTC received a letter dated January 10 
addressed to Interim CEO Altman (signed by Senators Dole, 
D' Amato, Press ler and Representatives Leach, Fish Michel, 
Clinger and Myers) that asked for response to an attached 
letter dated January 11 regarding tolling agreements. 

b. On January 25, Interim CEO Altman received a letter from 
Senator D' Amato asking about what actions the RTC has taken 
"to ensure that the applicable statute will not expire." 

c. The RTC responded on February 1. The response stated that 
review of potential civil claims is underway and that, if such 
claims do exist, RTC will vigorously pursue all appropriate 
remedies using standard procedures. 




February 4, 1994 
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WASHINGTON. DC 20510-6075 


Januan’ 10. 1994 


Mr. Roger Altman 
Acting Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street N.W. 
Washington. D.C. 20434 

Dear Mr. Altman: 


0 ) 
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Enclosed please find a copy of a letter we sent today to Attorney General 
Reno. We would appreciate it if you would consider the request we made 
therein with respect to our concern that the running of the statute of 
limitations may prevent the final resolution of all allegations relating to 
Madison Guaranty Savings and Loan. 

Thank you. 




Sincerely, 





unis 
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Bnitd States Senate 

COMMITTEE ON BANKING. HOUSING. AND 
URBAN AFFAIRS 
WASHINGTON. DC 20510-6075 


January 11, 1994 


Honorable Janet Reno 
Attorney General 
U.S. Department of Justice 
Washington, D.C. 20530 


Dear Attorney General Reno: 

We regret that you have rejected Congressional requests to appoint a 
special counsel to examine the allegations of potentisd misconduct that have 
recently surfaced concerning Madison Guaranty Savings and Loeui ("Madison") 
and the Whitewater Development Corporation ("Whitewater"). 

Of course, we express no opinion as to whether £my of the allegations £u:e, in 
fact, true. Nor do we express any view as to who may, or may not, be involved in 
any misconduct. Nevertheless, we are writing to urge you to act immediately to 
seek agreements to toll the relevant civil and criminal statutes of limitations, 
which are now expiring. 

While we have our differences with you over whether to appoint a special 
counsel imder your authority, or an independent counsel foUowing*reauthorization 
of the Independent Counsel Act, we trust that we are pursuing a common 
objective: a fair investigation conducted in an objective, impartial suid 
independent fEmhion. The American people, the President, Eind Mrs. Clinton 
deserve nothing less. 

We are concerned, however, that the goal of fairness mid the opportunity for 
the President emd Mrs. Clinton to dispel Emy doubts about their lack of personal 
involvement in Euiy of the Edleged misconduct may be hampered by the frequent 
and iinfortunate delays in this case. As you are aware, Madison failed £md was 
taken over by the Resolution Trust Corporation in 1989; many of the allegations 
concerning Whitewater stem from the mid-1980s. However, due to various factors, 
including the delayed recusEd of key offidEds in your Department Euid the U.S. 
Attorney in Little Rock, these Edlegations have not been pursued in an expeditious 
msinner. As a residt, immediate action is now critiesd. 

Under the Federal Deposit Insurance Act, the RTC has only a five year 
period in which to bring a civil suit for fraud, starting from the date it became the 
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conservator or receiver of a failed institution. Thus, the ability of the RTC to take 
civil action may expire as early as March, 1994. The statute of limitations for 
criminal actions involving bank fraud is 10 years from the date of the occurrence 
of the criminal activity. 

In order to resolve any and all questions regarding Madison and 
Whitewater, we urge you and the RTC to seek voluntary agreements with all 
relevant parties, including the President and Mrs. Clinton, the McDougals, David 
Hale, Jim Guy Tucker, Seth Ward, and the Rose Law Firm, to toll the running of 
the statutes of limitations - in other words, to seek their agreement to voluntarily 
waive these defenses. These agreements will allow time for a complete and 
independent investigation and permit the orderly operation of the legal and 
judicial processes. It will also remove any doubt that the above named parties 
may seek to use the statute of limitations as a procedural defense. Furthermore, 
it will reassure the American public that anyone implicated in any wrongdoing 
will answer these allegations on their merits. 

Attorney (leneral Reno, thank you for your consideration of this request. 





Sincerely, 




cc: Roger Altman 

Resolution Trust Corporation 


!i.ns 
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RESOLUTION TRUST CORPORATION 

Resolvinc The Crisis 
Restoring Die linnridcnce 


February 1, 1994 


The Honorable Alfonse M. D' Amato 
Ranking Minority Member 
Committee on Banking, Housing 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Senator D' Amato: 

I am in receipt of the letter dated January 11, 1994 which you sent 
to Attorney General Reno and me concerning the statute of 
limitations relating to Madison Guaranty Savings and Loan of 
McCrory, Arkansas ("Madison”) . Please be assured that the RTC fully 
intends to conduct in a timely manner a thorough review of the 
potential civil claims it possesses as a result of the failure of 
Madison. 

If such claims do exist in relation to Madison, we will vigorously 
pursue all appropriate remedies using our standard procedures in 
such cases, which could include seeking agreements to toll the 
statute of limitations. As you noted, the barriers presented by the 
expiration of the statute of limitations in many cases have been 
ameliorated by the extension of the Financial Institutions Reform, 
Recovery and Enforcement Act of 1989 (FIRREA) statutes in the RTC 
Completion Act (Act) . The Act has afforded us an opportunity to 
investigate further any civil claims which may be asserted against 
individuals or entities associated with Madison Guaranty for fraud, 
intentional misconduct resulting in unjust enrichment, or 
intentional misconduct resulting in substantial loss to the 
institution. 


Sincerely, 


Roger C. Altman 
Interim CEO 


aor um Str—t hLW. Wcsahington. D C. 20434 


/Z77S 



5324 



RESOLUTION TRUST CORPORATION 

RcMMsf TIm Crtek 
Rcftoriaf TW CaafMtacc 


January 26, 1994 


The Honorable Robert J. Dole 
Minority Leader 
United States Senate 
Washington, O.c. 20510 

Dear Hr. Leader: 

Interim CEO Roger Altman has asked me to respond to your letter of 
January 11, 1994 to Attorney General Reno concerning the statute of 
limitations relating to Madison Guaranty Savings and Loan of 
Me Crory, Arkansas ("Madison**) . Please be assured that the RTC 
fully intends to conduct a thorough review of the potential civil 
claims it possesses in a timely manner as a result of the failure 
of Madison. 

As you point out the barrier presented by the expiration of the 
statute of limitations in many cases has been ameliorated by the 
extension of the FIRREA statutes. The RTC Completion Act has 
afforded us an opportunity to investigate further any civil claims 
which may be asserted against individuals or entities associated 
with Madison Guaranty for fraud, intentional misconduct resulting 
in unjust enrichment, or intentional misconduct resulting in 
substantial loss to the institution. We are presently conducting 
such an investigation. If it appears claims do exist, we will 
vigorously pursue all appropriate remedies using our standard 
procedures in such cases, which could include seeking agreements to 
toll the statute of limitations. 

We are, of course, mindful of the impending five year anniversary 
date of the federal takeover of Madison, February 28, 1989. 


Executive Officer 



aor im Stm&t. NW. Wa/hlngton, O.C 20434 
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me 


RESOLUTION 

TRUST CORPORATION 


Resolving The CrWt 
Rcsloriftg The Coofldcnot 

MEMORAN1 

January 14, 1994 

JUM 

To: 

Vice Presidents 
Assistant Vice Presidents 

From: 

Jack Ryan 

Deputy CEO ^ 

Re: 

Madison Guarwty Savings and Loan Association 


The RTC has received numerous requests for information on Madison Guaranty Savings and 
Loan Association and related matters. Interim CEO Roger Altman is committed to responding 
to these requests as promptly and thoroughly as possible. 

In order to assure that the RTCs response to requests on these matters is thorough, accurate, 
and timely, I have established a worl^g group to coordinate the collection and distribution of 
all information and material responsive to the requests. The worldng group is comprised of 
James Dudine, William Collishaw, and Peter Knight. 

I am sure that I can count on the full cooperation of you and your staff with the working 
group. Please see that this memorandum is distributed to the appropriate staff. 


BO] im street N.W. Wathinoton. D.C. 20434 
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RESOLUriON TRUST CORPORATION 

RtMMiigTlMCrWt 
Rtiloriiig TIm CoalMtact 


MEMORANDUM 


December 30, 1993 


To: Roger C. Altman 

From: Peter E. Knight ' 

Re: Status Report on Leach Investigation 

At the request of Jean Hanson, I will prepare regular status reports on the RTC*s response to 

Rep. Leach's request for documents relating to Madison Guaranty. 

The broad scope of the request could cover more than 200,000 pages of documents. This 
includes 39 linear feet of legal documents, 207 boxes of investigative files, 165 boxes of 
general institution documents, 45 roles of microfiche of institution records, 30 boxes of 
contractor files, asset files, and various other categories. We are asking Rep. Leach’s staff to 
narrow the request by reviewing an extensive inventory of documents which we hope to have 
completed by January 7. 

Last Week: 

We have established a working group of OGR (Office of (jovemmental Relations), Legal. 
Investigations, and FOIA (Freedom of Information Act) staff that will assemble, itemize, and 
analyze documents. The analysis will be to ensure that privacy, privilege, and the Department 
of Justice's concerns are protected. All communication with Rep. Leach's staff will be 
coordinated by OGR. 

This week. Rep. Leach's staff reviewed public legal documents, contracting information, and 
resolutions documents in Washington and Kansas City. We will start the process of redacung 
Madison Board minutes by FOIA staff for review by Rep. Leach's staff and will provide them 
on a rolling basis. 


SOI \m Shmt. H.W. Wat^ngton. tXC. 20434 
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DOJ Concerns: 

Attached is a letter we received from the Criminal Division at Justice which instructs us to 
consult them before providing any criminal referrals or documents which reflect Justice’s 
information requests to the RTC. While this is a narrow scope of documents, the letter does 
tell the RTC to "make every effort to maintain the integrity of the RTC files to the maximum 
possible extent. " 

We are expecting to get another letter from Justice the end of next week that will expand the 
scope of protected documents to include all documents that were attached to criminal referrals. 
We will not provide any investigations documents until this point is clarified. 

Legal I^es: 

Our attorneys are reviewing the legal standing of the Leach request in anticipation of future 
discussions with Rep. Leach over whether or not this is an official committee request. 

Leach's staff told me on December 23 that he would be providing us with legal analysis 
prepared by the House Counsel that supports the contention that this is an official committee 
investigation. Leach's staff has not yet presented any legal material on this point, and it is 
doubtful that our position will change. Our attorneys will complete their work )>y January 7. 

Our attorneys are also examining the question of whether or not our providing material to the 
Congressman would require us to make all material provided to him available to the public (if 
requested). 

Summary of actions: 

12/23/93: RTC OCR and legal staff met with Rep. Leach's staff to start the 

process initiated by your response to Rep. Leach. We informed Rep. 
Leach's staff that efforts were underway to locate all Madison 
documents and to prepare an inventory to ficilitate narrowing the 
amount of documents requested. 

12/27/93 Established an RTC working group (from Washington and Kansas City) 

to include staff from OCR, Legal, Investigations, and the FOIA unit. 

12/28/93 Rep. Leach's staff came to Washington RTC offices to review public 

le|^ documents relating to Madison. 

12/29/93 Washington OCR and Legal staff traveled to Kansas City and met with 

senior legal, investigations, and executive staff to develop a coordinated 
response effort. 

12/30/93 Rep. Leach’s staff visited the Kansas City office to review contracting 

documents, an inventory of Madison's assets, redacted Congressional 
inquiries relating to Madison, and lists of all legal contracts and matters 


H7B1 
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pending. The staff also visited our lion Mountain document storage 
facility where we have over 120,000 boxes of fdes stored. 


Attachment 

cc: Jean Hanson 

Dennis Geer 
James Barker 
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17 DEC 1993 


Jomi e« 81alUoy« couiimI 
DoportMiit of Corporoto Kooclution 
Xooolution Tmot corporotion 

Philip J. Liadomnith 
Chimtt roXA/Ph hranoh 
PoMlution Trua^ corporation 


Thio lottor roaponda to racant talaphono oonvaraationa with both 
of you in wtiioh wo aiaeoaaed tha handling of a nunbor of rroodoa 
of Xaforaation hot (POXA) raguoata to tho hoaolution Truat 
Corporation <1ITC) for rooorda ralatod to orininal raforrala to 
tho Dopartnont of Juatiea coneoming tha Madiaon guaranty eavinga 
and Loan Aaaooiation. Ho raquaat only that tho PTC oonoult with 
thin Chit boforo roloaoing any eriainal raforrala pravioualy aada 
to tho Dopartaant or any aaaoranda or notao which rafloot tha 
Dapartaant^a raguoata to your aganey for apoaifie inforaation. 

For purpoooa of ita invaatigation, tho Criminal Diviaion raguoata 
that tho PTC maka ovary offort to maintain tha intogrity of tho 
PTC filaa to tha namimiim poaaiblo oxtant* 

Thank you far your advioa and aaaiatamoa on thio mattar. 

sinoaralyi 

Narahall R* rilliamo^ Chiaf 
POX/PA unit 

Offioa of Rnforoamant oparationa 
criminal Diviaion 


By Pam 
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RBSOLUnON TtfUtr CORPORATION 

RMHvtatTlMCriiii 
R i H « H u g Tlw CoalMwic t 


December 22, 1993 


The Hbnonble James A. Leach 

lUnkmg Mmcxity Member 

Co mfirin ee oo Bmldiig, Finanoe Sl Uri>an AfEiira 

U. S. House of R eprea e n tativea 

Waahingtaa DC 20515 


Dear Jim: 

I am wiitiog in lesponm to your leoer dated December 9, 1993. requesting that the 
Resobidon Trait Coipontkn provide ce r t ain documents and records for the House 
Banldng Committee Minority investigation of the fitthire of Madiaon Guaranty Savings 
and Loan Aaaociarion located in M^rary, Aikanaaa. Madison Guaza^ is an 
institulion in leceiveiship with the RTC. 

Let me reassure you that the RTC will thoroughly cooperate in this investigation. 
Indeed, it was the RTC which originally r eferred this matter to the Justice 
DepaitnieoL RTC stafThas been instruclBd to assemble the refevant documents, 
which are vohiminout. as qpiddy as possible. 


Ideally we would forward all of theee maieiials to you today, and I expect to supply 
most of diem in short order. I am advimd by the RTC General Counsel, however, 
that there may be UauU on our ability lo provide certain of them. These liniia 
involve the Privacy Act and legal privttege or other restrictions on the ability of the 
RTC to releaae them . Tte will have to be co ordin ated with the Justice De pa ttme n t 
1 have mferocted te RFC maff to work with your sttdf on appropriate prooeduiea for 



Roger C. Allman 
Interim CEO 


aof im SSMC NW ¥B M N ngfen , DO 90404 
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Remainder cf enclosures 
filed with RT-13655 


me 

ReSOLUrtON trust COItPORATION 

RmoMm Tkc Criiii 
RMloriiif TIm CMlUtact 


RT-13743 
cc: Mr. Ryan 

Standard Distribution 
Ms. Xulka 
Mr. Adair 
Mr. Binkley 
Mr. Xatsanos 
Ms. Xauper 
Mr. Gabrellian 
OGR Staff and Reps 
Enclosures are available 
in OGR 


July 1 , 1994 


Honorable Henry B. Gonzalez 
Chairman 

Committee on Banking, Finance 
and Urban Affairs 
House of Representatives 
Washington, D.C. 20515 

Dear Mr. chairman: 

Thank you for your letter of today regarding preparations and 
information in connection with your Committee's hearings on 
various aspects of the so-called Whitewater affair. 

As requested in your letter, all arrangements have been made 
regarding interviews of myself and RTC staff (see enclosed 
memorandum dated today) . 

With respect to your, request for records, I am enclosing the 
documents in the possession of the RTC. In addition, we are in 
the process of compiling other documents which may be responsive 
to your request. These documents will be provided to the 
Committee staff next week. 

Because these documents do not relate to the substance of our 
investigation, we are asserting no privilege with respect to the 
dociiments being furnished. 

As always, please feel free to contact me should you have any 
questions. 


Enclosxires 


Sincerely, 



John E. Ryan 
Deputy and Acting 
Chief Executive Officer 


dOr l7fhSftMr.NLM(Mtahirief»taC204M 
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lee 1 . Ausen 
April A. Bresiaw 
Michael X. Caron 
Xcnr.ecr. W. reuse 
1. r.ichard Zeno 



Re: House BauKing Ccrr.niieeee Seaff Interviews 


House Banking Ccn\miee9e Chairr.an Gonzalez has asked ehae you he 
eade available scmecime next weex to be interviewed by. tne 
lommittee staff as it prepares for the upcoming hearings looking 
into matters related to Whitewater Development and Madison 
Guaranty . 

Pursuant to an agreement reached between House Speaker Thomas S. 
roley and House Minority Leader Robert Michel, the hearings will 
deal with the following three subjects: the White House contacts 

with Treasury/ RTC officials about "Whitewater*'- related matters; 
whether the death of Assistant White House Counsel Vincent Foster 
was a suicide or homicide; and the White House's handling of the 
contents of Foster's office during the investigation into 
Foster's death. 

:ou should feel free to provide any information to the Committee 
staff you may have concerning the above-mentioned matters. 

The RTC investigation into possible PLS claims involving Madison 
and Special Counsel Fiske's investigation of Whitewater/ Madison 
Cuaranty criminal and civil matters, other than those mentioned 
above, are both ongoing and active. As you are aware, it is the 
policy of the RTC to not discuss active investigations because 
premature disclosures could undermine the Agencies' ability to 
take final action. Given our current understanding of the scope 
of this hearing, this policy should be followed with respect to 
these interviews and any subsequent testimony before the 
Committee . 

Typically when a member of the RTC staff is interviewed by House 
or Senate Banking Committee staff a member of the staff of the 
effice of Governmental Relations (OGR) and an RTC attorney is 
present during the interview. In this case, attendance by OGR 
staff or an RTC attorney will be at your option. In addition, 
the Legal Division and OGR is prepared to provide assistance to 
you in preparation for these interviews. Please contact Peter 
knight. Director of OGR at (202) 416-2116, if you wish to consult 
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lawyer. Zz zcurse, such ccnsulcacicr. is r.cc 
ay ce represented hy your cwn personal scunse 


with .-.If. and an .-.TT 
'mandatory and ytu 
if ytu wish. 


It 13 cur expectation that Washington staff will be interviewed 
in Washington cn Monday July 11 and Tuesday, July 12, and that 
Kansas City staff will be interviewed in Kansas City on 
Wednesday, July 12 and Thursday, July 14. Peter Knight will be 
coordinating the scheduling cf t.he interviews and can answer any 
logistical questions you may have. 
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DEPARTMENT OF THE TREASURY 
WASHINGTON. D C. 


secretary of the TREASURY 

June 30, 1994 


Mr. John E. Ryan 

Deputy and Acting Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 


Dear Mr. Ryan: 

Today, Independent Counsel Robert Fiske announced that he has 
completed his investigation as it relates to contacts between 
White House and Treasury officials concerning the Resolution 
Trust Corporation's work with respect to Madison Guaranty Savings 
and Loan Association. As you may be aware, when the matters 
relating to such contacts came up, I asked the Office of 
Government Ethics to advise me of any ethics or conflicts issues 
raised by such contacts, and offered the assistance of Treasury 
staff in that endeavor. Treasury's Office of Inspector General 
has indicated to OGE that it would assist OGE by conducting fact- 
finding regarding the contacts. However, at Independent Counsel 
Fiske 's request. Treasury's Inspector General and OGE 
independently agreed to defer their work in response to my 
request until Mr. Fiske notified them that their work would not 
interfere with Mr. Fiske 's investigation. 


Today, I asked both Treasury's Inspector General and OGE to 
proceed with their work, and I urged them to complete that work 
before the Congressional hearings into the contacts. I 
understand that Treasury's Inspector General has viewed the 
assistance of RTC's Inspector General as important in this effort 
because of the need to interview one or more officials at RTC and 
that Treasury's and RTC's IGs have discussed this need. I would 
very much appreciate it if you would ask RTC's Inspector General 
to work with Treasury's Inspector General in providing a timely 
and thorough review of the facts relating to the Treasury /White 
House contacts. 

Thank you for your assistance in this important effort. 


Sincerely, 





Bentsen 


/^ 79 $ 
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RBSOLUTION TRUST CORPOtfATION 

n— hrteiTlitCriito 
ITtiinring Till 1’nafliliiTt 


RT-13725 
CC: Mr. Ryan 

Standard Distribution 
Ms. Kulka 

Mr. Katsanos Mr. Adair 

Ms. Kruse 

Ms. Kauper 

Mr. Gabrellian 

OCR Staff 

OGR Reps 

Enclosures are available in OGR 


July 1, 1994 


Honorable Alfonse M. D' Amato 
Ranking Minority Member 
Committee on Banking, Housing, 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Senator 0' Amato: 

As requested in your letter of June 22, 1994, regarding documents 
relating to Madison Guaranty, I am furnishing to Ms. Kelly Cordes 
copies of a daily "emerging stories" bulletin that I prepared for 
senior managers at the Resolution Trust Corporation. This daily 
bulletin was sent to officials at the Treasury Department during 
the period Roger Altman served as the RTC's Interim Chief 
Executive Officer. Hone were sent by my office to the White 
House . 

I also have provided to Ms. Cordes copies of the bulletin for the 
period after Mr. Altman's service as RTC CEO ended and 
distribution to the Treasury Department ceased. I am including 
these in order to assure you that I have given the broadest 
possible interpretation to your document request. 

If I can be of any further assist 2 ^nce, please let me know. 

Sincerely, 

Stephen J. Katsanos 
Director 

Office of Corporate Communications 
(202) 416-7566 
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me 

RESOLUTION TRUST CORPORATION 

RmlvtagTkc Crisis 
RMlartog He Coafidnei 

Honorable Donald W. Rlegle, Jr. 
Chairman 

Committee on Banking, Housing, 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 


RT-13656 
cc: Mr. Ryan 

Standard Distribution 
Ms. Kulka 

Mr. Katsanos Mr. Adair 

Ms. Kruse 

Ms. Kauper 

Mr. Gabrellian 

OGR Staff 

OGR Reps 

Enclosures are available in OGR 

July 1, 1994 


Dear Nr. Chairman: 


Today, we have delivered to Ms. Kelly Cordes, the Committee's 
Chief Clerk, the documents in the possession of the Resolution 
Trust Corporation which we believe are responsive to the request 
set forth in your June 22, 1994 letter. 

In compiling these documents, we inquired of all RTC offices and 
employees whom we reasonably believed may possess a document that 
would be responsive to your request. Those offices include the 
Legal Division, the Department of Investigations, Offices of 
Governmental Relations and Corporate Communications. 

Also being provided are various RTC documents recently received 
from the Department of the Treasury which we believe are 
responsive to your request. We are presently engaged in 
discussions and correspondence with Treasury with respect to 
determining if there are other RTC documents under its control 
that may be responsive to your request. 

Because these documents do not relate to the substance of our 
investigation, we are asserting no privilege with respect to the 
documents being furnished. 

Finally, we are in receipt of the letter of June 30 from 
Nr. Michael Davidson of the Office of Senate Legal Counsel 
requesting "any written policies or descriptions of policies, in 
effect now, or previously, concerning communications with other 
executive branch or independent entities." We are compiling 
these documents and will provide them to Ms. Cordes next week 
along with any other documents that we may find to be related to 
your request. 


As always, please feel free to contact me should you have any 
questions. 


Sincerely 



Johrf E./^yan 
Deputy ^and Acting 
Chief Executive Officer 
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RBSOLUTtON TRUST CORPORATION 

Rwrt*teiTWCri<i» 

ITwlnfini Til 1*nil»inni 


July 1, 1994 


Ms. Kelly Cordes 
Chief Clerk 

Coamittee on Banking, Housing, 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Ns. Cordes: 

As requested in the June 22, 1994 letter from Chairman Riegle and 
Senator D' Amato, we are furnishing you with the enclosed 
documents in the possession of the RTC which are responsive to 
the Committee's request. 

As indicated in the enclosed copies of the RTC's letters to the 
Chairman and Senator, we are in the process of compiling the 
documents requested in Mr. Michael Davidson's letter of June 30. 
These documents will be provided to you next week. 

We hope this information is of assistance to you. If you have 
any questions, please let me know. 



Office of Governmental Relations 
(202) 416-7314 

Enclosures 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


William C. CollishaweLegal-ra@RTCDC 
James R. Oudine§Oper-inv§RTCDC 
Thomas L. Hindes6Legal-pls§RTCDC 
Nark Gabrellian§Legal-plseRTCDC 
James H. Barker eLegal-FOoeRTCDC 
Stephen J. KatsanQs@Comm@RTCDC 
Ellen B. Kulka@Legal-sc§RTCDC 
John E. Ryan§CEO§RTCDC 
Casey Carter§OGR@RTCDC 

Peter E. Knight §OGR§RTCDC 

Senate Banking Request for Documents 

Tuesday, June 28, 1994 16:31:20 EDT 

Y 


The Senate Banking Committee has requested that the RTC produce certain 
documents in connection with contemplated hearings regarding Madison Guaranty 
and Whitewater Development. The Committee is seeking any documents in RTC 
possession that relate to any Madison/Whitewater communications between RTC 
and the White House or communications with Department of the Treasury 
officials with regard to White House contacts with Treasury with respect to 
Whitewater /Madison. While we believe that previous canvassing of RTC employees 
for similar material lead to production of all responsive documents which 
existed at the time, we request that you and your staff once again check your 
files to ensure that there are no additional or subsequently created documents. 
You should query the members of your staff who you believe may have documents 
which are responsive to the Committee request, including any staff members 
originally querried. 

Please transmit any responsive documents to Casey Carter by close of business 
Wednesday, June 29. 

Thank you for your cooperation. 
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Bnitd 3tatE5 3enate 

coMMrme on sankino. housing, and 

UNBAN AFFAIKS 

WASHINGTON, OC 20510-6078 


Juno 22 , 1994 


Jack Ryan 

Acting Prasidant and Chief Exacutive Officer 
Resolution Trust corporation 
801 Seventeenth street , N.W. 

Washington » D.C. 20434 

Dear Mr. Ryan; 

On June 21, 1994; the senate passed senate Resolution 229, 
a copy of which is enclosed, directing the Comsiittee on Bank* 
ing. Housing, and Urban Affairs to conduct hearings on matters 
specified in the resolution. In preparation for the hearings, 
we are requesting that you provide to the Committee all Resolu* 
tion Trust Corporation records in your custody, control, or 
possession, regardless of format, that relate in any manner to 
the following subjects: 

(a) communications between officials of the White House 
and the Department of the Treasury or the Resolution 
Trust Corporation relating to the Whitewater Develop- 
ment corporation and the Madison Guaranty Savings and 
Loan Association; 

(b) the Park service Police investigation into the death 
of Vincent Foster; and 

(c) the way in which White House officials handled docu- 
ments in the office of Vincent Foster at the time of 
his death. 

Please be advised that we have sent to Stephen Xatsanos a 
separate request for documents relating to these subjects. 

To the extent that your office has gathered documents from 
individuals and locations throughout the Resolution Trust 
Corporation, please indicate where and from whom each of those 
records was obtained. It would also be helpful if you provided 
a list of the records that you are submitting so that the 
Committee and your office have a common list of the records 
supplied by the Resolution Trust Corporation. 
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Jack Ryan 
Juno 22 , 1994 
Page Two 


Tho records should be delivered to Kelly Cordes^ the 
Cofflisittee * s Chief Clerk, 934 Oirksen Senate Office Building. 

As you know Senate Resolution 229 provides that public hearings 
on this matter begin no later than July 29, 1994. Therefore, 
it is necessary that these documents be received by the 
Committee no later than July 1, 1994, and prior to that date, 
if possible. 

Zf you have any questions concerning this request, please 
call Michael Davidson, Senate Legal Counsel, at 224-4435. This 
request is, of course, an initial request and may be supple- 
mented by additional ones. We recognize that you may wish to 
designate a Resolution Trust Corporation official who will be 
responsible for responding to this request. 

Tour cooperation in this matter is greatly appreciated. 
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May 11, 1994 


MOtAaOM AAtia. LOtalUHA 


Miacia Mowa AA MMAMA 


OraildAIAT 


CAivw M. oooirr CAufoaau 
aON AiMA AUMOTtVAAM 

cac rAMcaNWT. OMio 


James Barker, Esquire 
Acting Deputy General Counsel 
Resolution Trust Corporation 
801 Seventeenth Street/ N.W. 

Washington, D.C. 20434 

Dear Mr. Barker: 

I have reviewed your letter dated May 2, 1994, rejecting my appeal 
from the Resolution Trust Corporation's denial of my request 
pursuant to the Freedom of Information Act for documents pertaining 
to Madison Guaranty Savings 6 Loan Association ("Madison 
Guaranty") . With reluctance I have concluded that I am left with 
no option except to authorize my attorneys to initiate litigation 
against both the RTC and’ the Office of Thrift Supervision (OTS) in 
an effort to obtain documents patently relevant to committee 
oversight. For your convenience, a copy of the complaint is 
attached. 

My decision to pursue litigation was not made lightly. As the 
Ranking Member of the Committee on Banking, Finance and Urban 
Affairs ("the Committee"), I am obligated under the Constitution, 
federal banking laws including the Financial Institutions Reform, 
Recovery and Enforcement Act of 1969 ("FIRREA”) , and House rules to 
oversee the actions of the RTC and OTS, and to assess 
implementation of FIRREA. Clearly encompassed within this 
oversight responsibility is a duty to investigate allegations of 
wrongdoing at failed thrift institutions, such as Madison Guaranty. 
In view of recent Committee investigations of such institutions as 
Lincoln Savings and Loan Association of Irvine, California; 
Silverado Savings and Loan Association of Denver, Colorado; 
Centrust Savings and Loan Association of Miami, Florida; and 
Columbia Savings and Loan Association of Beverly Hills, California, 
which also underwent concomitant Justice Department probes, the RTC 
and OTS surely would not seriously challenge this responsibility. 
Here, it should be stressed that analogous documents relating to 
each and every one of the institutions listed above have loeen made 
readily available to the Ranking Member of the Committees of 
jurisdiction. 
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For the foregoing reasons, your appeal is denied. This is the 
final determination on your appeal to the RTC. You have the right 
to obtain judicial review of this decision in the United States 
District Court for the District in which you reside or have your 
principal place of business, in the United States District Court for 
the District of Columbia which is where some of the records you seek 
are located, or in the Western District of Missouri, which is where 
other of the records you seek are located. 5 U.S.C. § 553(a) (4) (B) . 


Sincerely, 


James Barker 

Acting Deputy General Counsel 


Attachments 
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information .... could reasonably be expected to interfere with 
enforcement proceedings." 5 U.S.C. §552 (b) (7) (A) . Harm to law 
enforcement proceedings does not have to be based upon a document 
by document assessment, instead it can made generically, based on 
the type of record requested. NLRB v. Robbins Tire & Rubber Co., 
437 U.S. 214, 236 (1978) . 

It has long been accepted by courts that exemption 7 (A) was 
intended to apply "whenever the government's case in court would be 
harmed by the premature release of evidence or information. Id. , at 
232, or where disclosure would in some fashion impede any necessary 
investigation prior to the actual enforcement proceeding. See, 
e.g., Dickerson v. Department of Justice, 942 F.2d 1426, 1429 (6th 
Cir. 1993) . As you well know, investigations into Madison matters 
are being undertaken by both the RTC and the Office of the Special 
Counsel. To prematurely disclose the RTC's investigatory files and 
possible criminal referrals made by the RTC to the Department of 
Justice will obviously interfere with those investigations. To make 
such premature disclosures could reveal evidence and strategy in the 
government's case, see, e.g.. Manna v. United States Department of 
Justice, 815 F. Supp. 798, 808 (D.N.J. 1993), or allow targets to 
suppress or fabricate evidence, see, e.g., Alyeska Pipeline Serv. 
Co. V. EPA, 856 F.2d 309, 312 (D.C. Cir. 1988). Similarly, to 
disclose the minutes of the Board of Directors of Madison Financial, 
a subsidiary of Madison Guaranty, or the Gerrish Report could 
reasonably be expected at this time to interfere with those ongoing 
investigations . 

Accordingly, the RTC investigatory files (to include PLS 
files) , the minutes of the Board of Directors of Madison Financial 
Corporation and the Gerrish Report were properly withheld pursuant 
to exemption 7 (A) . 

Exemption 8 

Your staff indicated that the Federal Home Loan Bank Board's 
examination reports of Madison Guaranty were of interest to you. 
Inasmuch as the Office of Thrift Supervision is the successor to the 
bank, the request for those records should properly be directed to 
that agency. To the extent the RTC has such records in its 
possession, and because OTS has not decided to disclose those 
records, they are being withheld pursuant to exemption 8. 

Exemption 8 of the FOIA authorizes the withholding of 
information "contained in or related to examination, operating or 
condition reports prepared by, on behalf of, or for the use of an 
agency responsible for the regulation or supervision of financial 
institutions." 6 U.S.C. §552 (b)(8). Exemption 8 has been broadly 
interpreted, see, e.g., McCullough v. FDIC, 1 GDS 1 80,194 at 80,495 
(D.D.C. 1980) , and does not cease operation because the institution 
is no longer in business. Gregory v. FDIC, 631 F. 2d 896, 899 (D.C. 
Cir. 1980) . Accordingly, all examination reports are properly 
withheld pursuant to exemption 8 . 

C oncl u si on 
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individuals' transactions in the Madison Guaranty Board of 
Director's Minutes or in various asset inventories (document no. 
622) , are exempt from disclosure under exemption (6) , inasmuch as 
disclosure of an individuals' financial records would constitute a 
clearly unwarranted intrusion into those individual's personal 
privacy. See, e,g., National Ass'n of Retired Federal Employees v. 
Homer, 879 F.2d 873, 875 (D.C. Cir 1989), cert, denied, 494 U.S. 
1078 (1990) . 

In regard to the salaries of Madison employees listed in the 
Bidders Information Package, this information was also properly 
withheld pursuant to exemption 6. As the D.C. Circuit noted, a 
person's privacy interest is significant when their name is 
associated with financial information. Id. An individual's income 
level is quintessentially protected under exemption 6. See, e.g.. 
Public Citizen, Inc. v. RTC, Civ. No. 92-0010, slip op. at 8 (D.D.C. 
Mar. 19, 1993) (identities of those individuals who applied for 
affordable housing withholdable because they would be linked to 
income levels) . Accordingly, the salaries of Madison employees were 
properly withheld. 

In regard to the identities of the constituents on 
congressional correspondence, they also were properly withheld 
pursuant to exemption 6. The nature of a constituent request is 
seeking help and many constituents recount personal financial 
hardships or other circumstances in their communication, the nature 
of which is usually seeking some assistance. In Holy Spirit 
Association v. Department of State, the District Court of the 
Southern District of New York found a privacy interest in a similar 
batch of letters between constituents and their United States 
Senators. In weighing the public interest in di'closure against the 
privacy interest of the individual, the Court resolved the balancing 
test in favor of the individual, stating: 

[t]he Court is unable to discover how the disclosure of 
particular names could contribute significantly to any 
legitimate public purpose. On the contrary, there is a 
strong public interest in encouraging citizens to 
communicate their concerns regarding their communities to 
their elected representatives. Public disclosure of 
their identities would have the opposite result of 
discouraging such communication. 

526 F. Supp. 1022, 1034 (S.D.N.Y. 1981). 

In order to continue to protect the privacy of the individual 
constituents their names and other identifying information were 
properly withheld pursuant to exemption 6 . 


Exemption 7 (A) 

Exemption 7 (A) authorizes the withholding of "records or 
information compiled for law enforcement purposes, but only to the 
extent that production of such law enforcement records or 
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Moreover, in analyzing privacy interests, the Supreme Court has 
held that disclosure depends upon the nature of the requested 
documents and its relationship to the central purpose of the FOIA, 
which is to expose to public scrutiny 

[o]fficial information that sheds light on an agency's 
performance of its statutory duties. That purpose, 
however, is not fostered by disclosure of information 
about private citizens that is accumulated in various 
Governmental files but that reveals little or nothing 
about an agency's own conduct. 

Department of Justice v. Reporters Committee for Freedom of the 
Press, 489 U.S. 749, 772 (1989). 

To the extent you have requested access to an individuals' 
personal banking records or documents that reflects such 
information, we find such records do not shed "light on the [RTC's] 
performance of its statutory duty." The actual banking records 
themselves "reveal little or nothing about [the RTC's] own 
conduct."* Accordingly, this information was properly withheld 
pursuant to exemption (6) 

Thus we conclude that actual transaction files of persons who 
were customers of Madison Guaranty and references to those 


* To the extent an individual ' s banking records have been 
utilized by RTC investigations, that information, if it were 
incorporated in investigatory files which at this point the RTC 
would neither confirm or deny, would be withheld pursuant to 
Exemption 7(C), 5 U.C.S. §552 (b) (7) (C) , which allows records 
compiled for law enforcement purposes to be withheld if production 
of such records "could reasonably be expected to constitute an 
unwarranted invasion of personal privacy." See, e.g., Fitzgihbon v. 
CIA, 911 F.2d 755, 767 (D.C. Cir. 1990) ("the mention of an 
individual's name in a law enforcement file will engender comment 
and speculation and carry a stigmatizing connotation") . Such 
information, if it were incorporated into investigatory files, 
would also be properly withheld pursuant to Exemption 7 (A) (see the 
Exemption 7(A) discussion). 

^ To the extent that you are seeking access to public 
information that may be located in individuals' banking files 
(e.g., recorded deeds, etc), the Supreme Court squarely addressed 
this issue several years ago in Reporters Committee when it stated 
that substantial privacy interests can exist even though the 
information has been made available at some time at some 
undisclosed location. As the Court noted, if this practically 
obscure information "were 'freely available' there would be no 
reason to invoke the FOIA to obtain access to" it. Department of 
Justice V. Reporters Committee for Freedom of the Press, 489 U.S. 
749, 764 (1989) . Accordingly, public information in an 
individuals' banking files may properly be withheld pursuant to 
Exemption 6. 
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trial preparations from discovery attempts of the opponent." United 
States V. AmericeUJ Telephone & Telegraph Co,, 642 F. 2d 1285, 1299 
(D.C. Cir. 1980) . In this particular case, the attorney work- 
product privilege is being used to withhold portions of the 
litigation files in Kansas City and the identities of those cases 
redacted on the RLIS printout. In the case of the litigation files, 
the documents consist of information reflective of the RTC's 
litigation strategy. The fact the litigation may have been 
terminated does not limit the ability of the agency to invoke the 
privilege. FTC v. Grolier Inc., 462 U.S. 19, 28 (1983). In the 
case of the redacted matters on the RLIS printout, the RTC only 
redacted those matters that had not yet become public, e.g., 
litigation was being contemplated. Because such litigation had not 
yet become public, to disclose those matters at this time would 
undermine the adversarial litigation system. Accordingly, this 
information was properly withheld pursuant to the attorney work- 
product privilege. 

The final exemption being invoked is the deliberative process 
privilege. This privilege applies to documents that reflect 
deliberations which are part of an internal decision-making process. 
NLRB V. Sears, Roebuck & Co., 421 U.S. 132 (1975) . To be protected, 
a document must be pre-decisional or generated before the adoption 
of an agency policy or decision. Coastal States Gas Corp. v. 
Department of Energy, 617 F.2d 854 (D.C. Cir. 1980) . In this 
particular case, documents located in the Kansas City litigation 
files clearly reflect the decisional process regarding how to 
proceed with the litigation. Accordingly, they are protected by the 
deliberative process. Similarly, the Gerrish Report consists of 
advice and recommendations pertaining to activities in Madison which 
the RTC has included in its decisional process on how to proceed in 
this matter. 

Exemption 6 

Exemption 6 was the basis for withholding information 
pertaining to individual financial records (e.g., loan or deposit 
information) of customers of Madison, salaries of employees of 
Madison Guaranty and constituent names on Congressional 
correspondence pertaining to Madison. 

FOIA exemption (6) allows an agency to withhold all information 
about individuals in "personnel and medical files and similar files" 
where the disclosure of such information "would constitute a clearly 
unwarranted invasion of personal privacy." 5 U.S.C. § 552(b) (6). 
In making this determination, the individual's privacy interests are 
balanced against the public's interest in having the information 
disclosed. The threshold requirement of exemption (6) , that 
information be contained in a personnel, medical or similar file, 
has been construed by the Supreme Court to extend the coverage of 
the exemption to any agency records containing information about a 
particular individual that can be identified as applying to that 
individual. Department of State v. Washington Post Co., 456 U.S. 
595 (1982) . 
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contained within transaction files now in the possession of the RTC 
was voluntarily submitted to the RTC, albeit indirectly. Bank 
customers do not customarily make their financial information 
voluntarily available to the general public. In fact a bank's 
customer's have a legitimate interest in keeping the non-public 
aspects of their financial transactions confidential. 5ee, e.g., In 
re Knoxville News ~ Sentinel , Company, Inc., 723 F.2d 470, 477 (6th 
Cir. 1983) (non-FOIA case, documents sealed "to protect the privacy 
rights of borrowers who dealt with the bank"). 

We therefore conclude that actual records of a customer's 
transaction and references to those transactions in the Madison 
Guaranty Board of Director's Minutes or on lists of Madison assets, 
were properly withheld pursuant to exemption (4) . See Rural Housing 
Alliance v. United States Department of Agriculture, 498 F.2d 73, 
78 (D.C. 1974) . 

Exemption 5 

Exemption 5 exempts from disclosure "inter-agency or intra- 
agency memorand[a] or letters which would not be available by law 
to a party ... in litigation with the agency." 5 U.S.C. § 
552(b) (5) . Exemption (5) incorporates and includes within its scope 
the protection of documents that would not be available to a private 
party through discovery in civil litigation. United States v. Weber 
Aircraft Corp. , 465 U.S. 792 (1984); FTC v. Grolier Inc., 462 U.S. 
19 (1983) . In other words, documents which are privileged in civil 
discovery are withholdable under Exemption 5. Three specific 
privileges are being asserted by the RTC with regard to the Gerrish 
Report, portions of those litigation files that Michael McGarry 
requested access to, and the identities of the seven files redacted 
from the Kansas City RLIS printout. Those privileges are the 
attorney-client privilege, the deliberative process privilege, and 
the attorney work-product privilege. 

The attorney-client privilege protects confidential 
communications between an attorney and the attorney's client. Mead 
Data Cent., Inc. v. Department of the Air Force, 566 F.2d 242, 252 
(D.C. Cir. 1977) . The Gerrish Report was an analysis of potentially 
illegal activity alleged at Madison Guaranty and was prepared for 
the institution by its attorney. As such, it clearly was protected 
by the attorney-client privilege at the time it was created. At the 
time the RTC assumed jurisdiction over Madison, it also assumed the 
client status. Since that document is still confidential, and 
contains communication between the attorney and the attorney's 
client, (the RTC) the information is protectable by the privilege. 
Moreover, portions of litigation files that were withheld contains 
correspondence between the RTC and outside counsel which is 
similarly protected by this privilege. 

The attorney work -product privilege protects documents and 
other memoranda prepared by an attorney in anticipation of 
litigation. Hickman v. Taylor, 329 U.S. 495, 509-10 (1947) ; Fed. 
R. Civ. P. 26(b) (3). The purpose of the privilege is "to promote 
the adversary system by safeguarding the fruits of the attorney's 
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of Congress do not have the ability to compel disclosure pursuant* 
to subpoena, it is apparent that the Eleventh Circuit would 
distinguish between requests by individual Members of Congress and 
requests by a committee or subcommittee. Obviously, if disclosure 
of information to a party would constitute a waiver of privilege, 
it is axiomatic that the party does not have an automatic right of 
access. Because disclosure to you could constitute a waiver of 
privileges, we feel compelled to continue to assert the privileges 
in the face of a request for records by an individual Member of 
Congress . 


CONCLUSION 

The Minority Staff's Opinion has failed to persuade us that you 
have authority commensurate with that of a committee or committee 
chairman. Consequently, we must treat your request as seeking the 
records in your individual capacity. We are prohibited by statute 
from disclosing to an individual Member of Congress information 
which may be protected by the Privacy Act. 5 U.S.C. § 552a (b) (9) . 
Similarly, we cannot disclose information of the type protected by 
FOIA exemption (4) and the Trade Secrets Act. Finally, because of 
the split between the D.C. Circuit (to the extent that Murphy 
affords you access to privileged information) , and the Eleventh 
Circuit regarding your access to privileged information, and in 
order to protect the privileged status of certain records we must 
continue to take the position that we must withhold them. In sum, 
the case law refutes your staff's arguments that you, as an 
individual Member of Congress, are to be afforded any special status 
under the FOIA not afforded the general public. 

Application of FOIA Exemptions 

Because we have concluded you are only entitled to information 
disclosable pursuant to the FOIA, we reviewed the records for which 
you were denied access and have determined they were appropriately 
withheld pursuant to Exemptions 4, 5, 6, 7(A), 7(C) and 8. 

Exemption 4 

Exemption (4) of the FOIA allows an agency to withhold from 
public disclosure "trade secrets and commercial or financial 
information obtained from a. person and privileged or confidential." 
5 U.S.C. § 552(b)(4). where the submission of information to the 
government is voluntary, commercial and financial information is 
deemed to be confidential for purposes of exemption (4) if it would 
customarily not be disclosed to the public. Critical Mass Energy 
Project V. Nuclear Regulatory Commiasion, 975 F.2d 871, 879 (D.C. 
Cir. 1992 (en banc) cert, denied 113 S.Ct. 1579 (1993). 

Madison's customers voluntarily submitted their financial 
information to that institution by virtue of their voluntary 
decision to bank there. When the Federal Government intervened at 
Madison, it assumed the institutions position pertaining to the 
voluntary relationship. Consequently, financial information 
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[D] isclosure of information can only be compelled by 
authority of Congress, its committees and subcommittees, 
not solely by individual members; and only for 
investigations and congressional activities. Election to 
the Congress does not give an individual subpoena power 
over whatever information he may happen to be interested 
in, and particularly not over trade secrets. . . . 

Id. at 593. See also, Ashland Oil, Inc. v. FTC, 548 F.2d 977 (D.C. 
Cir. 1976) . Thus Exxon stands for the proposition that material 
protected by the Trade Secrets Act cannot be disclosed to individual 
Members of Congress outside of the committee or subcommittee 
setting.^ We have reviewed Owens -Corning and we do not believe that 
it overrules Exxon. In fact, we believe the Court's approval of the 
FTC's approach of distinguishing between "official” and "unofficial" 
Congressional requests. See Owens -Corning, 626 F.2d at 974, comports 
with Exxon. 

Finally, we disagree with your staff's assessment that Murphy 
allows you total access to privileged information, if not all 
information protectable under the FOIA. Murphy dealt exclusively 
with the question of whether an agency (in this instance the Army) 
had "waived" its right to protect privileged information under the 
FOIA because it had provided that information to a Member of 
Congress in his individual capacity. See 613 F.2d at 1155. Relying 
on the operation of the predecessor to present FOIA subsection (d) , 
5 U.S.C. §552(c), the D.C. Circuit refused to find "waiver," and 
held a disclosure of privileged information to a Member of Congress, 
whether within the committee context or not, does not constitute 
waiver for the purposes of the FOIA. Id., at 1159. Consequently, 
to the extent Murphy rnay.be interpreted to afford you access to 
otherwise exempt material, it is limited to protecting agencies that 
provide such information against later claims of waiver of privilege 
and not any record protectable under the FOIA. 

However, even this limited interpretation has been rejected by 
the United States Court of Appeals for the Eleventh Circuit, which 
held that an agency is protected against waiver only if the 
disclosure is "involuntary," (i.e., being compelled to disclose the 
information either by subpoena or a threat of subpoena) . Florida 
House of Representatives v. United States Department of Commerce, 
961 F.2d, 941, 946 (11th Cir. 1992) . Inasmuch as individual Members 


^ Virtually every court that haS considered the issue has 
found the Trade Secrets Act (TSA) and exemption (4) of the FOIA to 
be "coextensive." See, e.g., General Elec. Co. v. NRC, 750 F.2d 
1394, 1402 (7th Cir. 1984) . Exemption (4) protects "trade secrets 
and commercial or financial information obtained from a person 
[which is] privileged or confidential." 5 U.S.C. §552(b)(4). It 
is clear that personal as well as corporate financial information 
is covered under exemption (4), See, e.g., Rural Housing Alliance 
V. United States Department of Agriculture, 498 F.2d 73, 78 (D.C. 
Cir. 1974) (personal financial information derived from loan 
applications) . 
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In this regard the Staff relies almost exclusively upon two 
cases, Murphy v. Department of the Army, 613 F.2d 1151 (D.C. Cir. 
1979), and FTC v Owens-Coming Fiberglass Corp, 626 F.2d 966 (D.C. 
Cir. 1980) We have reviewed both opinions and find these cases do 
not clearly afford a Ranking Minority Member access to Privacy Act 
and Trade Secrets Act -protected records, nor do they clearly allow 
access to privileged information. As a consequence we are not 
persuaded you have access rights other than that which is afforded 
to the general public under the FOIA. 

As for your staff's assertion that Murphy authorizes your 
access to Privacy Act -protected information. See Opinion, at 7, n.30 
& 31, we are not persuaded for two reasons. First, Murphy did not 
address Privacy Act issues; rather it exclusively involved the FOIA. 
Secondly, we continue to maintain the position that the plain 
language of the Act, which specifically authorizes disclosure "to 
either House of Congress, or, to the extent of matters within its 
jurisdiction, any committee or subcommittee thereof, any joint 
committee of Congress or subcommittee of any such joint committee," 
5 U.S.C. § 552a(b)(9), does not authorize the disclosure of a 
Privacy Act -protected record to an individual Member of Congress 
acting on his or her own behalf or on behalf of a constituent. See 
0MB Guidelines, 40 Fed. Reg. 28,948, 28,955 (1975); 40 Fed. Reg. 
56,741, 56,742 (1975); Swenson v. U.S. Postal Service, 890 F.2d 
1075, 1077 (9th Cir. 1989) ("The clear language of the Privacy Act 
exemption in §552a(b) (9) applies only to a House of Congress or a 
committee or subcommittee, not to an individual congressman."); See 
also, Lee v. Dearment, 1992 Lexis 12533 (4th Cir.) . Inasmuch as your 
staff has not supplied clear authority to the contrary, we must 
maintain our original position. 

In regard to confidential business information, it is our 
opinion that Exxon Corp, v. FTC, 589 F.2d 582 (D.C. Cir. 1978), is 
controlling. In Exxon, the Federal Trade Commission received a 
request for information from Senator Hart on official stationery, 
asking that the data be made available to the Subcommittee. The 
Court concluded that: 


* The Opinion also apparently relies on two pre-Murphy cases, 
EPA V. Mink, 464 F.2d 742 (D.C. Cir. 1971), rev'd, 410 U.S. 73 
(1973) ; and Koch v. Department of Justice, 376 F. Supp. 313 (1974) , 
for the proposition that agencies must respond to official requests 
and such requests "can come from Members acting in their individual 
capacities." Opinion, at 7 n,30. After examining the opinions in 
both cases, we fail to see how they support this proposition. Both 
Mink and Koch involved FOIA requests by Members of Congress and in 
both cases the courts held that information was properly 
withholdable under the FOIA. Neither case discusses the question 
of whether individual Members of Congress have any additional 
access rights other than those of the general public, but it can be 
inferred they have no such special status in light of the fact the 
Court affirmed the agencies' determinations to withhold records in 
both cases pursuant to FOIA exemptions. 
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its own if Congress had seen fit to do so.^ Absent clear legal 
authority on this point, the Opinion argues that the majority's 
ability to limit the minority's investigative authority is bad 
policy. Whether this is true or not is irrelevant to the issue of 
legal authority. 

Finally, the Opinion argues that certain actions by Chairman 
Gonzalez have "created enough 'institutional imprimatur' to satisfy 
agency policy and existing case law on Congressional access to 
agency documents." Opinion at 8. While the Minority Staff notes a 
request for travel funds has been granted by the Chairman, it fails 
to address the fact that the Chairman has publicly stated the 
Committee is not, at this time, undertaking an investigation. We 
believe that statement to be determinative.^ 

It is our opinion the arguments presented to show that you have 
authority commensurate with that of a chairman or committee are not 
sufficiently persuasive, and accordingly your request must be 
considered as made by an individual Member of Congress and not a 
committee . 


FOIA AND PRIVACY ACT ACCESS 

The Minority Staff also argues based upon your individual 
capacity as a Member of Congress , . you should be granted absolute 
access to the records, irrespective of the Privacy Act, the Trade 
Secrets Act, privileges or FOIA exemptions. In effect, the Opinion 
claims you are entitled to access pursuant to 5 U.S.C. §552 (d) which 
states that the FOIA "is not authority to withhold information from 
Congress." The dispositive question is whether you, as an 
individual Member of Congress, fall within the scope of subsection 
(d) 


’ See, 5 U.S.C. § 2954 ("[a]n Executive agency, on request of 
the Committee on Government Operations of the House of 
Representatives, or of any seven members thereof, or on request of 
the Committee on Government Operations of the Senate, or any five 
members thereof, shall submit any information requested of it 
relating to any matter within the jurisdiction of the committee") . 

* We are aware that the Congress appears to have decided to 
conduct hearings on the Madison/Whitewater matter. However it is 
our understanding the venue in which these hearings will be 
conducted has not been determined, nor has the scope or timing of 
these hearings. When and if the RTC receives a request for 
records from a properly designated Congressional entity regarding 
this matter, we will reply appropriately. 

^ We note at the outset the Department of Justice has 
consistently issued guidance that individual Members of Congress 
are not covered under subsection (d) . See FOIA Update, Winter 
1984, at 3-4 ("OIP Guidance: Congressional Access Under FOIA"). 
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exemptions . 


COMMITTEE STATUS 

The Minority Staff's Opinion that as Ranking Minority Member 
you have authority commensurate with that of a committee is based 
on four arguments; (1) the position stated in an Amicus Curiae Brief 
submitted by the Speaker and Bipartisan leadership Group of the 
House of Representatives in the matter of United States v. McDade, 
Crim. Action No. 92-249 (E.D. Pa.); (2) Congress has the right to 
investigate and the majority should not suppress the minority's 
efforts in this area; (3) various rules of the House and the Banking 
Committee grant you independent investigatory authority commensurate 
to that of the Banking Committee; and (4) there is sufficient 
"institutional imprimatur" to afford your effort Committee status. 

We have reviewed the brief and opinion filed in the United 
States V. McDade, and do not consider your staff's reliance upon the 
statement made in the Amicus Brief that the ranking minority member 
is "the functional counterpart of the Chairman" to be on point. 
Nothing in the brief or the Court's written opinion on the case 
addresses the issue of a Member's right of access to agency 
information, nor do they infer that a ranking minority member has 
all the authority of a committee. The characterization of the 
ranking member as the "functional counterpart of the Chairman" is 
in terms of preparing the minority's proposed legislation and 
amendments to the majority's proposals, and managing the minority 
staff, etc, and not in terms of the authority of the individual 
member to compel access to information from agencies. This very 
narrow characterization for a particular purpose and has been taken 
entirely out of context. . 

As to your staff's assertion that the rules of the House and 
the Banking Committee support your independent status, all of the 
references simply prove that the minority can participate in the 
legislative process. The Opinion does not cite case law or a 
specific legislative rule that grants the Ranking Minority Member 
committee status or the independent authority to compel the 
production of documents. This is in stark contrast to the Banking 
Committee's own rules on the issuance of subpoenas (which normally 
does form a basis to compel production of documents ) , which may be 
authorized only by a majority of the members voting, a majority 
being present, and not solely by the Ranking Minority Member. See 
House Beuiking Rule II. 3. 

Congress' right to investigate matters related to alleged waste 
and fraud is not in dispute. The real issue is whether the Ranking 
Minority Member, on the authority of that position solely, can 
conduct such an investigation. It is clear that Congress could have 
allowed the minority the ability to undertake an investigation on 
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of their personal privacy. Access to portions which identified 
certain depositors was also denied because to disclose this 
information would reveal confidential commercial or financial 
information.^] 

11. Bank Board Examination Reports of Madison. [These reports were 
denied because they related to reports prepared by a financial 
institution regulatory agency which requested they be withheld.] 

If you are interested in obtaining access to types of documents 
other than those listed above or which have been disclosed to you 
previously, please refer to the inventories which have been supplied 
to your staff and contact the FOIA/PA Branch, International Place, 
1735 N. Lynn Street, Rossyln, Virginia 22209. 


Access bv Individual Members of the Conareaa 

In your letter dated March 7, 1994, you indicated that based 
upon your status as an individual Member of Congress you are 
entitled to total access to all records under the control of the 
agency, notwithstanding the fact that the records may be privileged, 
or protected by the Privacy Act or protected by the Trade Secrets 
Act. In effect, you disputed our position you were entitled only 
to the same access as would be afforded to a member of the general 
public pursuant to the FOIA. Previously, on January 14, 1994, your 
staff submitted a memorandum which concluded that as Ranking 
Minority Member you appeared to "have the appropriate institutional 
status to obtain records within the Committee's jurisdiction upon 
request and without limitation." See Memorandum to Representative 
James A. Leach, from the Minority Staff, subject "Rights of a 
Ranking Minority Member for Access to Agency Records," January 14, 
1993 (sic) (hereafter referred to as the Minority Staff "Opinion") , 
at 1. Your staff came to this conclusion based on their assertion 
that a Ranking Minority Member has all the rights of a Committee and 
that subsection (d) of the FOIA, 552 U.S.C. §552 (d) , precludes the 
invocation of FOIA exemptions to withhold records from you. 

We have reviewed this memorandum and the relevant case law and 
have concluded you are only entitled to the same access as would be 
available to any member of the general public under the FOIA. 
Furthermore, we have concluded that as long as your status is that 
^of an individual Member of Congress, we would be prohibited from 
disclosing information potentially covered by the Privacy Act and 
the Trade Secrets Act. Moreover, we believe that disclosing 
privileged information to you could raise questions of waiver and 
could detrimentally affect any further legal action that may be 
contemplated regarding Madison. In sum, we have concluded that the 
RTC may appropriately withhold information from you pursuant to FOIA 


^ Access to portions which identified parties who sold Madison 
a participation interest was also denied. Upon review we have 
determined this information may be disclosed. Accordingly, a one 
page supplemental release is attached. 
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with the Department of Justice pertaining to Madison. [Access was 
denied because to disclose this information could reasonably be 
expected to interfere with an enforcement proceeding.] 

2 . Loan or personal banking records pertaining to individuals or 
corporations/partnerships. [Access denied because to disclose this 
information would constitute a clearly unwarranted intrusion into 
an individual's personal privacy or would reveal confidential 
commercial or financial information. This category includes requests 
for financial records which may relate to specific individuals or 
corporations and to portions of certain inventories of documents and 
assets which have been supplied to your staff--e.g., no. 622 on the 
attached inventory.] 

3. Minutes of Madison Guaranty. [Portions were withheld 
because to disclose this information would constitute a clearly 
unwarranted intrusion into an individual's personal privacy or would 
reveal confidential commercial or financial information.] 

4. Minutes of Madison's subsidiary, Madison Financial Corporation. 
[Access was denied because to disclose this information could 
reasonably be expected to interfere with an enforcement proceeding.] 

5. Resolution documents pertaining to Madison. [Access granted in 
their entirety.] 

6. Documents in Legal files located in Kansas City. [On December 
30th Mr. McGarry was given a copy of the Kansas City RLIS (RTC Legal 
Information System) printout and requested access to 18 files, 
portions of which were withheld as privileged. In addition, seven 
items on the printout were redacted as privileged.*] 

7. Congressional Correspondence pertaining to Madison. [Access to 
portions were withheld to protect the identity of the constituents, 
the disclosure of which would constitute a clearly unwarranted 
intrusion of their personal privacy.] 

8 . Gerrish Report . [Access denied because this document is 
protected under the attorney-client privilege, and to disclose this 
document could reasonably be expected to interfere with an 
enforcement proceeding.] 

9. Contract information. [On December 30th, Mr. McGarry selected 
certain contracts off of the RTC's Kansas City CARS (Contracting 
Activity Reporting System) and those contracts were disclosed in 
their entirety.] 

10. Bidders Information Package. [Document no. 67 on the attached 
inventory. Access to salaries of Madison employees was denied, the 
disclosure of which would constitute a clearly unwarranted intrusion 


' Upon review we have determined that some of this information 
is no longer privileged. Accordingly, a supplemental release is 
attached. 


3 





5242 


administrative files, examination reports, interoffice 
memorandum (sic) , notes and minutes of meetings 
(including telephonic meetings) , correspondence, 
electronic mail and agreements the RTC entered into with 
private sector contractors during the resolution of 
Madison. In addition to documents in possession at RTC- 
Washington, I request access to all documents related to 
Madison held at RTC field offices. 

We interpreted this request to include all records created by the 
RTC and records in possession of the institution at the time it was 
put into receivership and still in the possession of the RTC. 
Because your initial request encompassed approximately 500 boxes of 
records, the RTC supplied your staff with a number of inventories 
pertaining to records of the RTC which relate to Madison, Madison 
Guaranty and Madison Financial Corporation. In an effort to 
expedite your request and avoid supplying you with information in 
which you had little or no interest, we asked your staff to utilize 
the inventories and indicate which records were being sought . 

In the ensuing discussions, your staff identified certain 
categories of records which they specifically requested. Michael 
McGarry of your staff visited our Kansas City Office on December 30, 
1993, during which he utilized inventories of RTC contract records 
and litigation files to request access to certain records. During 
other discussions with your staff, certain general categories of 
records were indicated as being of interest. As a result of these 
discussions, the RTC reviewed the appropriateness of disclosing the 
requested categories or specific files of information. Access to 
certain of these categories was denied, while access was granted in 
whole or in part to other categories. A substantial number of 
records were not specifically requested by your staff and 
accordingly were not addressed. As a courtesy, we have supplied 
your staff with copies of any Madison-related record processed 
pursuant to any other FOIA request, even though your staff did not 
indicate any special interest in that record. As a result of this 
procedure, the RTC has disclosed over 8,000 pages of information to 
your staff, and has placed copies of that information in the RTC's 
Reading Room for public access. For your convenience we have 
enclosed another copy of the inventory of Madison related records » 
which pv^ff^n*-1y — located — in — the — RTC ^ o "^Reading — R oom . — _. We 

nrniffrnriiiiiT~Ti iiipy yf fhii iium iMnM|i 1 i.m lirri;;i pmrirmnly to 

youg— straff . 

Based on our previous dialogue with your staff, and noting the 
categories or specific files they requested, we have interpreted 
your request and your appeal to be limited to the following 
categories of information which were specified by your staff or were 
supplied to your staff as a result of processing other FOIA 
requests. As indicated below, you were denied access to certain 
categories of these records in whole or in part. These denials, in 
addition to your claim to absolute access by virtue of your status 
as a Member of the Congress, are the subject of your appeal. 

1. Investigatory files pertaining to the RTC's investigation of 
Madison, Professional Liability Section (PLS) litigation files 
pertaining to Madison and any criminal referrals or correspondence 

/Z 
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RTC 

RESOLUTION TRUST CORPORATION 

Resolving The Critii 
Restoring The Confidence 


DRAFT 


April 28, 1994 


Honorable James A. Leach 
Ranking Minority Member 
Committee on Banking, Finance 
and Urban Affairs 
House of Representatives 
Washington D.C. 20515 

Re : Freedom of Information Act Appeal No. RTC-94-A014 


Dear Mr. Leach: 

This is in response to your letter of April 11, 1994, appealing 
the Resolution Trust Corporation's ("RTC") response dated March 11, 
1994, to your request for information related to Madison Guaranty 
Savings & Loan Association. While your initial request for 
information, dated December 9, 1993, was opened as a request made 
through our Office of Governmental Relations and not a request made 
pursuant to the Freedom of Information Act ("FOIA"), 5 U.S.C. § 552, 
because of your status as an individual Member of Congress, you were 
afforded no greater access than would have been afforded the general 
public under the FOIA. In your letter dated March 7, 1994, you 
specifically requested information regarding what "further recourse" 
was available to you within the agency to obtain access to the 
information you sought. The RTC responded in its letter of March 
11, 1994, by explaining the RTC's FOIA appeal process. 

Consequently, we are treating your letter dated April 11, 1994, 
to be an appeal, pursuant to the FOIA, of our previous responses to 
your requests for records. 


Scope of Request 

By letter dated December 9, 1993, you requested "all documents 
related to Madison and its subsidiaries." Your request went on to 
state that: 

Such documents would include, but not be limited to. 


SOI 17tt) Street. N.W. WcxNngton. D.C. 20434 
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Office of Thrift Supervision 
Departmenc of the T reasury 

1700 C Sercec, N.W . Washington. D C- 20552 • (202) 9C6-6590 


tVecic* 


May 12, 1994 


Tha Honorable Janes A. Leaoh 
HasUclng Minority Member 
Conittee on Banking, Finance 
and Urban Affairs 

United States House of Representatives 
Washington, O.C. 20515 

Dear Congressman tieach; 

Z have been given a copy of your letter to William Pulvider 
of May 11, 1994. Z recognize that moat of the statements in that 
letter were made for the purposes of litigation, and we will 
respond to those in due course In the appropriate forum. 

Z must, however, take issue with your assertion that we are 
handling your request differently from other requests that this 
agency received for documents relating to Lincoln, Silverado, and 
CenTrust. Zn each of those instances, the requests were 
initiated by the House Banking Committee or the Chairman, not an 
individual Congressman. As we have said, we are prepared to 
provide the requested documents once the Banking Committee or the 
Chairman endorses your request. 

Z can assure you that our concern about maintaining the 
confidentiality of examination reports is not a "contrivance.** As 
I have noted in previous correspondence, it has bean the long- 
standing position of the federal banking agencies not to provide 
confidential documents to individual Congressmen outside of a 
request by a congressional committee or its chairman. It is 
necessary to protect candid communications between examiners and 
their supervisors and between this agency and savings 
associations, because they are integral to effective regulation. 

Sincerely, 

i^nathan L. Fiechter 

Acting Director 

" U700 
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MADISON/WHITEWATER: CONGRESSIONAL REQUEST FOR DOCUMENTS 


Question: 


Does Treasury have any documents relating to Vince Foster’s death? 

Answer : 

• We recently received a Congressional request for such documents. Our 
search to date has identified several Bureau of Alcohol, Tobacco and 
Firearms and Secret Service documents. 

Question : 

What is the Department doing in response to that Congressional request? 

Answer : 

• We continue to search our files for responsive material. In addition, as you 
are aware, the jurisdiction of Special Counsel Robert A. Fiske includes 
looking into the investigation of Mr. Foster's death. Accordingly, we have 
referred to the Special Counsel the documents that we have located and 
have asked his views on whether they can be released. 

Question : 

Why do those bureaus have documents related to the investigation of Mr. 

Foster’s death? 

Answer : 

* ATF was asked by the Park Police to do laboratory analysis of physical 
evidence the Park Police had collected in their investigation of Mr. Foster’s 
death. Secret Service generated documents in connection with their 
responsibility for physical security at the White House, including Mr. Foster’s 
office. 

Question : 

Why don't you release them? 

Answer 

* We have an obligation not to jeopardize an on-going investigation. Although 
we believe that, at least a portion of them will not be relevant to the 
investigation, Mr. Rske is conducting the investigation and it is his decision 
what documents can be released. We hope that he will give a prompt reply 
to our request that he make conclusions about these documents. 
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MADISON/WHITEWATER: OTS INVOLVEMENT 


Question : 

The Office of Thrift Supervision (OTS) has consistently refused to provide 
members of this Committee copies of documents in its possession related to its 
work on Madison Guaranty. Secretary Bentsen since the OTS is under your 
general supervision, could you direct the OTS to honor our requests and turn 
over the relevant documents? 

Answer : 

• While it is tme that the OTS is subject to the general oversight of the 
Secretary of the Treasury, there is a statutory prohibition against the 
Secretary of the Treasury "intervening in any matter or proceeding before the 
Director of the OTS unless otherwise provided by iaw." 

• The Treasury and the OTS consider the Madison Guaranty matter still before 
the Director and I am therefore prohibited from intervening in any aspect of 
that matter. 

• Perhaps Mr. Feichter wbuld like to expand on that response. 

Question : 

Secretary Bentsen have you or any members of your staff had any discussion 
with the OTS on any aspect of their work on Madison Guaranty? 

Answer : 

• There is a statutory prohibition against the Secretary of the Treasury (which 
includes Treasury staff) from "intervening in any matter or proceeding before 
the Director of the OTS unless othenwise provided by law." 

• The Treasury and the OTS consider the Madison Guaran^ matter stiii before 
the Director and we are therefore prohibited from intenrening in any aspect of 
that matter. 
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MADISON/WHITEWATER: RTC REFERRAL TO DOJ 

Question : 

Was the referral made because the President and First Lady were involved? 
What other reasons were given for the referral? 

Answer : 

• I would have to defer to Mr. Altman to answer that question. 


NOTE: SEE FACT SHEET « 23 
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MADISON/WHITEWATER: RTC REFERRAL TO DOJ 


Question : 

When did RTC refer this case to the Justice department? 
Answer : 

• I would have to defer to Mr. Altman to answer that question. 


NOTE: SEE FACT SHEET « 23 
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MADISON/WHITEWATER: PRESIDENTS ALLEGED INVOLVEMENT 

Question : 

When did RTC discover that President and Mrs. Clinton were involved in the 
Madison/Whitewater affair? 

Answer : 

• 1 would have to defer to Mr. Altman to answer that question. 
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MADISON/WHITEWATER: RTC COOPERATION 

Question : 

Did RTC make all documentation and material on the Whitewater matter 
available to the Congressional Committee staff charged with investigating this 
issue? 

Answer : 

• I would have to defer to Mr. Altman to answer that question. 



am 
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MADISON/WHITEWATER: CRIMINAL REFERENCE LETTER 


Question : 

Would you provide the Committee with a copy of the Criminal Reference letter 
sent to the Department of Justice by the RTC concerning Madison Guaranty 
S&LA, McCrory, Arkansas? If you do not have a copy would you please require 
• the RTC to furnish a copy of the document to the Committee? 


Answer : 

• The Oversight Board does not have a copy of the document. (Criminal 
Reference Letter) 

• The Oversight Board may require the RTC to provide documents only to the 
extent "necessary to carry out its oversight responsibilities." 

• To our knowledge, the RTC’s criminal reference policies and procedures 
are adequate and have not been criticized by such entities as the GAO or 
the RTC IG. We therefore have no "oversight" basis on which to make 
such a request of the RTC. 

[Mr Altman would have the ss.me answers as a member of the Oversight Board. 
but a difforent response to the Initial question as RTC CEO.] 


NOTE: SEE FACT SHEET # 23 
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MADISONAVHITEWATER: EXAMINATION REPORTS 


Question : 

Would you provide the Committee (or members of the Committee) any 
examination reports or supervisory reports on Madison Guaranty S&LA in RTC 
files? 

Answer: 

• The Oversight Board does not have copies of the reports. 

• The Board has no information suggesting that the RTC's policies regarding 
criminal referrals or investigations are being handled improperly. 

• The Oversight Board has no immediately evident "oversight" basis on 
which to require the RTC to provide such reports to the Board. 

[Mr. Aitman would ^»ave the same answers as a member of the Oversight Board. 
but a different response to Ihe initial question as RTC CEO.} 


NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: COPIES OF OB TRANSCRIPTS & COMMUNICATIONS 


Question : 

Will the Oversight Board make available to the Committee copies of all 
transcripts, minutes, or notes from its meetings or its communication with RTC 
during the period beginning with RTC's investigation of Madison Guaranty or 
Whitewater? 


Answer: 


• The Oversight Board has never discussed these matters with RTC or others 
including at any open or closed meeting of the Oversight Board. 

• There are no records at the Oversight Board related to Madison 
Guaranty or Whitewater. 


NOTE: SEE FACT SHEET « 23 
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MADISON/WHITEWATER: DISCUSSIONS AT OB MEETINGS 

Question : 

Did the Oversight Board at any of its meetings, including closed or executive 
sessions, discuss the Madison Guaranty S&L or Whitewater issues? 

Answer : 

• No. 


NOTE: SEE FACT SHEET « 23 
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MADISON/WHITEWATER: RTC COOPERATION 


Question : 

Secretary Bentsen, do you agree with the position taken by the RTC that an 
individual member of Congress only has the standing of an average citizen when 
making requests of the agency for information? 


Answer : 

• The request of individual members of Congress for information is not a new 
issue, it is an issue that I dealt with as Chairman of the Senate Finance 
Committee. 

• This issue has been raised on numerous occasions involving many executive 
agencies. Mr. Altman has informed me that the RTC's established policy for 
handling situations such as this is consistent with that of other Executive 
agencies and the Justice Department. Perhaps Mr. Altman could provide you 
with a discussion of this issue. 

• I am told that the RTC has provided individual members of Congress with 
significant amounts of documentation and information within statutory 
limitations and that it will continue to cooperate to the fullest extent possible. 

• The RTC has taken the position that requests for information from individual 
members of Congress, as contrasted with requests from congressional 
committees, have the same standing as Freedom of Information Act (FOIA) 
requests and are subject to the same exceptions. 

• I have been told that there, is not credible legal theory or authority to the 
effect that the law is otherwise. 

• Providing privileged information to an individual member of Congress would 
likely waive all applicable privileges and could also result in other violations of 
law. 

• There is a concern that the RTC not take steps which would impair it and 
the Special Counsel's ability to carry out their responsibilities or violate 
relevant law. 
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MADISON/WHITEWATER: OB ROLE IN RELEASE OF DOCUMENTATION 


Question : 

Did the Oversight Board discuss how the RTC should release information on the 
Whitewater matter? 


Answer : 

* No. 

• The Oversight Board has not been involved in any manner with RTC's 
investigation or handling of this case and has had no related discussions with 
RTC. 


NOTE: SEE FACT SHEET « 23 
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MADISON/WHITEWATER: CONGRESSIONAL REQUEST FOR DOCUMENTATION 

Question : 

Was the Oversight Board aware of the Congress' request that RTC provide 
documentation and other materials related to Whitewater for review? 

Answer : 

• The Oversight Board only became aware of this request from press reports. 


NOTE: SEE FACT SHEET « 23 
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MADISON/WHITEWATER: OB ACTION 


Question : 

What has the Oversight Board done to assure that the Madison/Whitewater affair 
is properfy investigated? 


Answer : 

• The Board has no authority to intervene and is not responsible, by law, for 
case-specific matters such as the RTC's criminal referral of specific cases. 

* The Oversight Board has not been invoived in any manner with RTC's 
investigation of this case. 


[NOTE: The Board has no information suggesting, that the RTC's policies 
regarding criminal referrals are being handled Improperly.] 


NOTE: SEE FACT SHEET « 23 
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MADISON/WHITEWATER: RTC, IG, OR GAO REPORTS TO BOARD 


tx .. . 


Question: 




The IQ and GAO make reports to the Oversight Board regarding ongoing 
investigations. What did they report to you regarding Madison Guaranty S&L 


i S. and Whitewater matters? 





• The issue was never brought to the Board's attention by the RTC, IG, or 
GAO. 


-v'' 




V. 


"'-i 



I 




NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: BOARD INVOLVEMENT WITH RTC’ MADISON 
INVESTIGATION 


Question : 

What involvement has the Oversight Board had with respect to the RTC's 
investigation into Madison Guaranty? 


Answer : 

• The Oversight Board is not involved in matters involving specific RTC 
investigations, and it has hpd no involvement in this matter. 


NOTE: ELLEN KULKA QUESTION, ADDED 2/23/94 
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MADISON/WHITEWATER: OB KNOWLEDGE 

Question : 

When did the Oversight Board first learn that the issue with Madison Guaranty 
S&L and Whitewater involved the President and Mrs. Clinton? 

Answer : 

• The Board has had no involvement in this issue. 


NOTE: SEE FACT SHEET « 23 
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Affordabte Housing [Sm Fact Shad fa 20,27,28]: 

Will the Board support appropriations to implement the affordable housing changes? .... 38 
What is the status of the mandated Housing Opportunity Hotline? 39 

Professional Liability Issuea [See Fact Shaat ft 5,6,21,22,23]: 

Has an Assistant General Counsel been appointed for PLS issues? 40 

Why does it appear that nothing has been done to improve the PLS section? 41 

How can you believe that your management reform of the PLS can be achieved? 42* 

What is RTC doing to review claims affected by the extension of the statute of limitations? 43* 

What changes have occurred in the PLS section to irrprove restitutions? 44 

Has Attorney General Reno informed you of DOJ's role in pursuing crooks? 45 

Madlson/WhHewatar [See Fact Sheet # 23]: 

When did the Board first know of the President's and Mrs. Clinton's involvement? 46 

What involvement has the Board had with respect to RTC's investigation of Madison? ... 47 

Did RTC OIG or GAO make reports to the Board regarding Madison/Whitewater? 48 

• What has the Board done to ensure that this affair is property investigated? 49 

Was the Board aware of RTC being requested to provide related infomnation? 50 

Did the Board discuss how the RTC should release this information? 51 

Do you agree that a Member has citizen's standing when requesting Agency Information? . 52* 

Did the Board at any meetings discuss the Madison/Whitewater issues? 53 

Will the Board proffer all comiTKjnications with RTC. beginning with the investigation? .... 54 

Would the Board provide the Committee any reports on this issue in RTC files? 55 

Would the Board provide a copy of the Criminal Reference letter sent to DOJ? 56 

Did RTC offer all documentation to appropriate Congressional Committee staff? 57 

When did the RTC discover the President's and Mrs. Clinton's involvement? 58 

When did the RTC refer this case to DCXI? 59 

Was the referral made because of the President's and the First Lady's involvement? .... 60 

Could you direct OTS to honor our requests and turn over relevant documents?; 61* 

Does Treasury have any documents relating to Vince Foster's death? 62* 

Miscellaneous Issuea; 

What has been done about the rer^ired salary and bonus caps at the RTC? 63 

Has the Board established any policy for the RTC’s CEO compensation package? 64 

Has RTC paid any more large bonuses at cost to the U^ayer? 65 

What resources has the RTC made available to Caiifomia earthquake victims? 66 

Is there a role the RTC could play in furthering community development issues? 67 

What do you think are the major lessons learned from the S&L cleanup? 68 

What did Stanley Tate do while employed with the Board?; What about his report? 69 

What responsibilities was the Board given in the RTC Completion Act? 70* 
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3:15pm 

INDEX: QUESTIONS AND ANSWERS 

*s rmt or modified Q&A 
Funding [Soo Fact Shoot «*o 33]: 

How much of the appropriated money will be needed by the RTC and by SAIF? 1* 

How much In loss funds has the RTC used so far? 2 

What will the total cost of the cleanup be ('88 Deals. SAIF, and interest)? 3 

Can remaining RTC funds be returned to Treasury to reduce deficit? 4 

What is the assurance that "extra” funds will not be "frittered away? 5 

Will the RTC borrow money from the FFB in 1994? 6 

SSL Industry [Soo Fact Shoot «'a 43.31]: 

How will increased rates impact the S&L industry? 7 

How many S&L's can we still expect to fail? 8* 

RTC LoadorshiD rsoo Fact Shoot # 30]: 

When will the RTC have a permanent CEO? 9 

What is the status of Roger Altman under the Vacancies Act? 10* 

RTC Llfo [Soo Fact Shoot « 34]: 

CiriRTC closo sooner than 12/31/95. as called for by the RTC Completion Act? 11 

When do you contemplate that the thrift industry will be turned over to SAIF? 12 

RTC Oooratlons & Management [Soo Fact Shoot ra 53.11.1 2,1 3, 29, 30]: 

Is the ^ard satisfied with RTC's Implementation of the management ‘reforms? 13 

How is the Board's effectiveness in getting RTC to modify its policies? 14 

Has the RTC improved its responsiveness to audits findings? 15 

Has an audit committee be appointed?; Have they met, or taken any actions? 16 

Is the Board satisfied that RTC has 'solved Its whistleblower problems? 17 

What has the Board done to ensure that RTC corrects whistleblower problems? 18 

What has the RTC Ombudsman done to protect whistleblowers against retaliation? 19 

Has the Board assessed RTC's ability to monitor its contracts? 20 

Has RTC done anything to correct its contracting procedures? 21 

What Witt the Board do about GAO's audit of loan servicing oversight? 22 

When will the problems at RTC pointed out by OIQ and GAO reports? 23 

What savings have been achieved by RTC management reforms so far? 24 

RTC Asset Disposition [See Fact Sheet fa 5,6,14,15,16,17,18]: 

What is the real return on the sale of RTC assets? 25* 

What is the RTC's "hard to sett strategy?*; Does the Board agree with that strategy? .... 26 

Has the RTC used the best sales methods to get the most monetary return? 27 

Has each property and non-performing loan sale been individually analyzed? 28* 

Has RTC allotted enough resources to perform the analysis of these assets? 29 

What are the RTC policies that assure property is marketed for at least 120 days? 30 

Are smatt investors stil being squeezed out of the market by huge conglomerates? 31 

In what cases witt RTC have corresponding offices handle properties nearest them? .... 32 

How far is the RTC going to go In securitizing non-performing assets? 33 

Why are SAMDA contracts being ended?; What about these assets? 34 

MWOB Programs [See Fact Sheet #’s 5,24,25,26]: 

Is the Board allowing RTC to disregard Congress' MWOB intent in the RTC bill? 35 

Why Isnl RTC Implementing the provision about S&L's in minority neighborhoods? 36 

What is really being done in regards to opportunities for MWOB contracts? 37 
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VERBAL QUESTION #5 
QUESTIONS FROM SENATOR BOND 


Verbal 5: 


Will Piilsbury & Madison, as outside counsel for RTC on Madison, review the 
potential of suing various other law firms who represented Madison, or even 
the Board of Directors? Are there other outside counsel or consultants hired in 
conjunction with Madison? 


Answer Verbal 5: 


Piilsbury « Madison & Sutro* as outside counsel for the RTC, is working under 
the direction of the RTC Professional Liability Section staff. At this point, there 
are no other counsel hired by the RTC in connection with this investigation. 
While we are seeking to engage other professionals in this case, they have not 
yet been engaged. 
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VERBAL QUESTION #3 
VERBAL QUESTIONS FROM SENATOR BOND 


Verbal 3: 


Has the Records Management Department been given instructions about the 
handling of Madison documents from somebody outside? Have they found any 
evidence of missing documents, or have they found that any documents are 
apparently missing? 


Answer V^rt^al 3: 


The records management department in Kansas City and in Washington has not 
been given any instructions regarding the handling of Madison documents from 
outside the Corporation. The records have been managed using our standard 
procedures with the exception that the Kansas City records management 
department has established a central point of contact for all inquiries relating 
to Madison records. In addition, the Kansas City records management 
department has found no evidence of any missing documents from the 
collection of Madison records under its control. 
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QUESTIONS FROM SENATOR BOND 


Question 7: 


In September 1992 regional RTC forwards a criminal complaint dealing with 
Madison Guaranty to the Department of Justice. According to press 
reports the local federal attorney in Little Rock is concerned that because 
Bill Clinton is included in the referral, that the decision to pursue the case 
should be made in Washington. He sends an urgent letter on October 1 , 

1 992 asking for assistance. 

Are the press reports accurate? Please provide a copy of that letter for the 
record. 


Answer 7: 


This question should be directed to the Department of Justice. For the reasons 
previously stated, RTC will not respond to this question. 
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QUESTIONS FROM SENATOR BOND 


For RTC Acting Director Altman: 
Question 6: 


Another area of concern is the seeming lack of coordination between the RTC 
and the Department of Justice. 

In March of 1 992, the New York Times reports on the Whitewater/Madison 
situation with allegations of sweetheart deals in return for lenient 
regulatory treatment, and the issue suddenly became part of the 1 992 
Presidential campaign. RTC then sends a new team of investigators to 
Arkansas to look more closely at connections to local politicians. 

Is this an accurate portrayal of the reason/reasons that the RTC became 
involved again in the Madison case? if not, what did occur? Who made the 
decision to begin the investigation of Madison? Did the RTC regional office 
notify the national office, or the Department of Justice that they were opening 
a potential case against Madison? If so who was informed? 

Answer 6: 


For the reasons previously stated, RTC will not respond to these questions. 


/ZUl 
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QUESTtONS FROM SENATOR BOND 


Document Inventory 
Question 5: 


Mr. Altman, I would like a complete copy of the current inventory of all 
documents relevant to the Madison Guaranty and Whitewater probe. I would 
also like a list of ail prior document inventories and dates of these inventories. 
I would also like a list of where all documents were obtained from and when? 
This information may be provided confidentially to the committee. If you refuse 
to provide this information, I would like a legal opinion on how the release of 
this information could prejudice an ongoing investigation? 


Answer 5: 


Inventories maintained by RTC inveetigatore are working documents that are 
material to the investigation itself and cannot be released at this time. The RTC 
has provided to the Committee and individual members of Congress copies of 
Madison Guaranty document inventories. 
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QUESTIONS FROM SENATOR BOND 


Justice Memo • Criminal Investigation Unwarranted 
Question 4: 

Mr. Altman, a March 19, 1993 memo from the criminal division of Justice 
apparently concluded that the initial RTC criminal referral on the Madison 
Guaranty probe "did not appear to warrant initiation of criminal 
investigation." (a) How was this decision made in terms of the 
decisionmaking procedure and the underlying legal theory? (b) Who is 
responsible for communicating these decisions? 


Answy 4: 


(a) This question should be directed to the Department of Justice. 

(b) This question should be directed to the Department of Justice. 


/Zi,7S 




QUESTIONS FROM SENATOR BOND 


Other RTC Referral Issues 
Question 3D: 

I am also interested in getting a timeline and explanation of all criminal referrals 
and related responses and memorandums in the Madison Guaranty probe. By 
this 1 mean, I would like the dates of all referrals and responses to these 
referrals, including the names of all Justice and RTC employees involved. If 
these issues are considered confidential, how so? Also, how could release of 
this information prejudice an ongoing investigation? 


An?wy 3P; 


For the reasons prsvidusly stated, RTC will not respond to this question. 

The public release of information pertaining to suspected criminal conduct could 
lead to the concealment of evidence or other activities that would make the 
investigation difficult to complete. Criminal investigations are never conducted 
in a public forum. 


/Zi7^ 



QUESTIONS FROM SENATQR BOND 


Other RTC Referral Issues 
Question 3A: 

Mr. Altman, it appears that the first criminal referral in the Madison Guaranty 
probe was initiated in the fall of 1 992. Apparently without any discussion with 
Justice concerning the first criminal referral, the RTC then sent another team 
of investigators to Little Rock in January of 1 993 to more fully examine the 
issues surrounding Madison Guaranty. By October, 1 993, the RTC had drafted 
an expanded referral. 

Is this normally how referrals are handled? 

Answer 3a: 


RTC will not comment on the Madison criminal referral process beyond the 
answers provided to questions 1 and 2. 
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QUESTIONS FROM SENATOR BOND 


RTC*s Relationship with the Department of Justice 
Question 2c: 


Who is the White House liaison on the Madison Guaranty Issues? Has this 
liaison or any other White House staff made any special requests concerning 
the Madison Guaranty probe? 


Answer 2c: 


The RTC has no liaison with the White House on this matter. Former CEO 
Roger Altman has responded to the Committee regarding his contacts with the 
White House. 


/2.17Z- 
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QUESTIONS FROM SENATOR BQMn 


RTC's Relationship with the Departmant of Justice 
Question 2b: 


Has the Madison Guaranty referral been handled differently from other referrals? 
In what way? 


Answer 2b: 


The Madison Guaranty referrals were handled pursuant to procedures previously 
discussed In our response to Question 1 . 


/Z47/ 
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QUESTIONS FROM SENATOR BOND 


FDIC and RTC Procedures 
Question IB: 


Was this the procedure followed by the RTC with regard to Madison Guaranty? 


AniWftr 1P: 


The Madison Guaranty Civil claim investigation and the prosecution of a claim 
against the institution's auditors were initially conducted by the FDIC Legal 
Division and FDIC Investigations. These matters were concluded before there 
was a separate RTC Legal Division, but it appears that the procedures described 
above were followed. There was a subsequent investigation into possible fraud 
claims by RTC Investigators. For additional information, see Attachment ^ 
"Madison Guaranty Savings & Loan: Chronology of Significant Events." 


/z.i70 
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Litigation risk analysis is performed by outside counsel and in-house attorneys 
in order to assess the strength of the RTC's claims and the likelihood that a 
successful outcome can be achieved. Potential damage recoveries are assessed 
and compared with available resources in order to determine whether actual 
recovery is likely if claims are successfully asserted. The costs and expenses 
of pursuing the claims are estimated and reviewed by the RTC staff. 

If, after all of these investigations, estimates and calculations, the staff 
attorney and investigators believe that there is a substantial likelihood that a 
claim may be asserted, successfully and cost-effectively, a formal 
recommendation is made by the RTC attorney. This recommendation is 
reviewed by senior officials in the Division of Legal Services and the business 
side of the RTC. If all concur in the analysis and recommendation, a civil action 
is approved. 

Contrary to the assertion made in the above statement, there is no requirement 
that preliminary review of possible claims be completed within 90 days 
although in some offices that became a general goal when the pace of 
institution closings slowed to a more manageable level and backlogs were 
reduced. Over 272 institutions, eventually placed under RTC control, failed 
before RTC came into existence. Madison Guaranty was, of course, one 
among this group. 

The other misconceptions in the statement the process for recommending suit 
and the notion that such suits are referred to the Department of Justice. As 
stated above, all recommendations to pursue claims through litigation are 
prepared by Professional Liability Section attorneys and their supervisors; they 
are not written or prepared by investigators. Professional liability cases, if 
approved, are referred in virtually every case to outside counsel retained by the 
RTC, not the Department of Justice. On only two occasions has the RTC, 
acting through a Memorandum of Understanding with the Department of 
Justice, Civil Division, referred professional liability matters to the Department 
of Justice. Neither of these matters is currently in litigation. 


(lUi 
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QUESTIONS FROM SENATOR BOND 


FDIC and RTC Procedures 
Question 1A: 

Mr. Altman, the FDIC and RTC have a stated duty to each receivership and 
conservatorship and to the taxpayers to maximize recoveries from any viable 
source, including directors and officers, accountants, legal counsel, appraisers, 
arid insurance policies covering their professional conduct. As I understand it, 
both the FDIC and RTC conduct an investigation into every institution in its 
caseload to determine potential civil recoveries and whether criminal conduct 
contributed to the failure. Moreover, an investigator will conduct a preliminary 
review of financial records, and then will submit a post-closing report within 90 
days of the failure of the institution. The purpose of the report is to determine 
which potential claims can be terminated and which merit further investigative 
resources, if termination is recommended, written reasons for the termination 
must be given and approved. If a recommendation to sue is made, the 
investigator must prepare an "authority to sue" memorandum. A referral is 
then made to the relevant agency, such as the U.S. Attorney for the 
Department of Justice. 


Answer 1A: 


Before addressing specific questions on the Professional Liability Section, it is 
helpful to review and clarify the processes employed by the RTC. First, the 
general process used to identify, investigate, negotiate, and settle professional 
liability actions involves RTC investigators, RTC attorneys and their outside 
counsel reviewing the records accumulated by a failed institution, talking with 
witnesses, voluntarily and under subpoena: examining reports of thrift 
examiners, auditors and attorneys employed by the failed thrift and, where 
appropriate, retaining experts to examine transactions and documents. The 
RTC incieasingly Is utilizing its administrative subpoena powers to discover 
information from and about targeted individuals in order to obtain more 
information about their activities and financial resources. Ultimately, all of this 
information is evaluated in a variety of ways. 


/zue 
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RTC Responses 
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1 lives, getting jobs which they are getting more of under 

2 this Administration, and seeing the deficit go do%m which 

3 they are getting under this Administration, seeing interest 

4 rates remain relatively low which they are seeing because of 

5 I deficit reduction, and they are seeing opportunity again. 

6 ■ Now there are those that try to distract from 

i 

7 this. That is a political game. But I think there are 

8 ' enough of us here today that called it in that fashion, and 

9 I thank you, Mr. Chairman, for your great patience today. 

10 The Chairman. Thank you. Senator Boxer. 

11 Thank the witnesses. 

12 The Committee stands in recess. 

13 (Whereupon, at 2:30 p.m. , the Committee was 

14 recessed, subject to the call of the Chair.) 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 
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Senator Boxer. Altman has agreed to have 

th#' IQ take a look at the largest S&L. failures « the six that 
I noted in New York, Texas, California, and other places, 
and do the same thing . So we ha^e chat, coming . 

Mr. Altman. right. 

(COMMITTEE INSERT.) 
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Then, let the chips fall where they may. 

So, Mr. Chairman, again thank you for providing 
us an opportunity to put forth our concerns. Hopefully this 
will .move us a step closer to resolving this matter. 

Thank you. 

The Chairman. Thank you, very much. We will 
give you some questions for the record, and we would ask you 
to respond to them. The Committee stands in recess. 
(COMMITTEE INSERT.) 
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i loyalties. Mr. Hubbell may or may not be able to compromise 
our interest in the Seth Ward matter." 

* Now, look, I am not suggesting that at that time 

j that you knew of it. Here it is. That is why, if you do 

, not refer something to the IG to clarify whether or not 

I 

I there was a conflict, you cannot be doing the right thing. 

For you to maintain, well, you were not there at 
I the time, it was FSLIC? Well, maybe the rules were a little 
vague . 

I mean, for God's sake, you had lowly auditors 
saying, wake up, fellows! 

You had an auditor in another letter saying: It 

is impossible to think that he is not going to tell his in- 
I laws what is going on. 

So that is the kind of thing that brings about 
maybe the stamping that one of my colleagues alluded to. 

Mr. Chairman, not withstanding- - first of ail I am 
j going to ask that we be permitted to submit some documents 
for the record that have been referred to, so we can keep an 
orderly proceeding. 

The Chairman. Without objection, so ordered. 

(COMMITTEE INSERT.) 


Ace-Federal Reporters, Inc. 

Nationwide Coverage 
S00-336-Oti46 


/ZLL2 


202-347-3700 


410-684-2550 



5202 


S34END2 

■Ti^Beach 


201 


1 I I am sQggescing to you is that in a period of time it came 

2 I to you for review, if you look at this- -do not keep telling 

3 I us that FDIC did not have anything at that time. 

4 ; We are not suggesting that you did anything 

5 j wrong . 

6 1 We are suggesting you take a look at the facts. 

•i 

7 Take a look at the record. You can be a school boy and you 

8 will come to an inescapable conclusion that someone was 

9 retained to bring the lawsuit that had a relationship with 

10 the person they ..brought the suit to. 

11 And as a matter of fact, whether it was two hours 

12 or one hour, their determination was made to reduce the 

13 claim that might be the potential liaJDility from $3 million 

14 down to $1 million, and eventually settle for $200,000. 

15 Now we do not know who was responsible for the 


16 settlement? 

17 But the fact of the matter is that the partner 

18 . who reduced and amended that coziplaint is Mrs. Clinton. 

19 That is obvious. I am not going to spend my time going back 

•i 

20 j and forth with you. 

21 I am going to tell you something else, though. 

22 ' When we talk about the potential for conflict before as it 

23 related to the Madison Guaranty and Mr. Hubbell, I am going 

24 to refer you to a letter of June 8, 1989. 

25 Mr. Hove, you stated that since the Rose law 
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in which she amended che complaint from $3.3 down to $1.3 
million. 

Senator Faircloth. Well, we have no idea whether 
Mrs. Clinton made the final settlement totally, 

Mr. Hove. I have no idea fro.m our records and 
what we have seen. 

Senator Faircloth. This two -hour thing, she 
could have worked 200 hours. 

Mr. Hove. What I have told you is what we have 
available at the FDIC. 

Senator Faircloth. She could have worked 200 
hours on it. 

Mr. Hove. And all I am telling you is that the 
records that we have indicated she worked two .hours. The 
only records' we have is that she billed FSLIC for only those 
two hours. 

Senator Faircloth. Billed who? 

Mr. Hove. F-S-L-I-C. 

Senator Faircloth. How edDout getting the total 
records from FSLIC and finding out how much the total bill 
was, and whose time was billed? 

I would like to see them. 

Thank you. 

(COMMITTEE INSERT.) 
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chat Che agency chac handled the closing of First American 
was FSLIC, and chac occurred before FDIC had any involvement 
in ic. 


4 Senator Faircloch. All right. But who did the 

5 investigation- - 1 assume there was one done- -to determine 

5 that Mrs. Clinton had no involvement whatsoever that was 
7 worthy of looking at? 

a * Mr. Hove. We did not do an investigation. We 

3 did not do a review because we do not have all the records. 

13 The records are the old FSLIC records chac are not in one 

11 central repository. 

12 All we did was review the records that we had 

13 available at the FDIC. The records chac we had at the FDIC 

14 only indicated that Mrs. Clinton's involvement from the 

15 records chac ‘we could review was the two hours chat she 

16 spent filing the amended complaint for her partner Vince 

17 Foster. 

13 Senator Faircloch. So what you are saying really 

19 is chat you did a very incomplete and surface invescigacion- 

20 

21 Mr. Hove. We did not- -we simply looked at the 

22 ' records that we had, and we did not make an investigation 

23 any further chan t.he records chac we had available to us at 

24 the FDIC. 


Senator Faircloch. Well, I would say chat .Mr. 
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;thtt4 

Mr. Altman. Well 

with you. I cannot say for sure. 1 cannot say what vas in 
their minda. I doubt very such that they did not Jcnow about 
the statute of limitations. 

Senator Domenici . Right . 

Mr. Altman. What I wee saying was not that. 

What I was saying I did not knov if they knew, and frankly 
my IrvvenieB'ii*; ar a rmmilt oe'Tter a^lng, they had not 
previouely know) .what pi 






you have td rehch a conclueian as to whether there is a.. 
claisi,4iWE«^^h|i9liPdipMaia^^ and then what you have to do if you 
reach a^coooiweioir Chat There ie. 

Senator Domenici. Thank you, very much. 

The Chairmam. Thamk you. 

Senator Faircloth? 

Senator Faircloth. Thank you, Mr. Chairman. 

1 will echo Senator Domenici. You have done a 
superb job of conducting, and I will be very brief. 

My questions are to Mr. Hove. 

Mr. Hove, we keep coming back- -you said t.he FSLIC 
issued tnis report, who had long been out of business and 
did the ^investigation on Mrs. Clinton and her relationship? 

Mr. Hove. No, sir, I did not say FSLIC. I 
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elsewhere in the Congress we are delighted to supply to you 
or anyone else here that would like them. 

Senator Bond. Would that include an inventory, a 
cataloguing- -not the contents but a cataloguing- -of the 
documents in the Madison case? 

Mr. Altman. We will supply you with any 
information to that extent that we can which does not get 
into areas that we think would prejudice the investigation. 

Senator Bond. Thank you, Mr. Chairman. 

The Chairman. Senator Boxer? 

Senator Boxer. Mr. Chairman, I am still working. 

The Chairman. All right. Senator Domenici, you 
are next in the order. 

Senator Domenici. Mr. Altman, you spoke awhile 
ago of your one contact with the White House regarding this, 
and you and your counsel went up to talk to the White House 
counsel . 

Mr. Altman. One substantive contact. 

Senator Domenici. Please? 

Mr. Altman. One substantive or meaningful 

contact . 

Senator Domenici. Well, I assume we are not 
arguing there that you had- -you are not suggesting you had 
more than one are you? 

Mr. Altman. No. I am just saying t.hat if you, 
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1 I Senator Bond. Next, when did you become aware of 

1 

2 the RTC recommendations that further criminal prosecution be 

3 I taken against Madison? 

4 Mr. Altman. Last fall. I was advised that tha 

5 I question of a referral to the Justice Department was under 

6 1 consideration at the RTC. And as other members of the RTC 

.1 

7 I staff will attest, I said that normal procedures with no 

8 ! deviations whatsoever should be pursued, including chain of 

9 command procedures, in terms of reaching that conclusion. 

10 I might tell you that typically decisions like 

11 that are made at the Regional Office level, and it was in 

12 ^ this case. 

13 Senator Bond. Were you aware that the Regional 

14 Office had asked the National Office to roaike a determination 

15 as to whether- the Clintons' name should be in the new 

16 expanded referral? 

17 Mr. Altman. No. 

18 Senator Bond. You did not know they were asking 

19 for the National Office to make a determination? 

20 Mr. Altmam. No. I %ras simply informed that this 

21 j issue «#as on the table, and my reaction was- -and I had only 

22 one conversation about it- -that normal procedure should be 

-rtT--- «-»r- . 

23 fallowed. That is the way we are going to handle this thing 

24 from beginning to end. 

25 Senator Bond. How war- the. Wkutj> ,i|ouse notified 
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Now if the RTC under your direction were 
requesting records from the First Lady at the White House, a 
rather high-profile event, would it not be customary for 
them to advise you that they were requesting records in the 
possession of the First Lady? 

Mr. Altman*. Senator, I do not get involved in 
any substantive aspects of any PLS case, particularly or 
including documents that they may seek, so they have never 
brought that to my attention since I have been in this job 
and that goes right through to today. 

Senator Bond. So you would not expect them to 


tell you? 


Mr. Altman. No, I would not. 

Senator Bond. I find, that remarkable^ 

In a aocmaA criaanal. referral case, the, RTC 
creates and retains . an inventor)^ of pertinent documents used 
to .Tiake the case. As r understamd it, at least one version 
of the inventory has been provided to some Members of 
Congress . 

Could you fumisb.tpi.tbis. CooBiittee the latest, 
most up-ta-date inventory, and provide it for the hearing 
record along with the previous versions? Would you make 
that available? 

Mr. Altman. Well last evening we supplied the 
65CC pages of information to Senator D'Amato's office, as we 
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i 


I 


i 


election- -and we ought to ask some questions about this-- 
that suddenly when Bill Clinton was the nominee for 
President of the United States that there was a criminal 
referral to the RTC. 

Not until six weeks before the election. 

For two years while my friends controlled the 
elements of regulation, nobody was asking the questions that 
are being asked here today. 

So I am not saying questions should not be asked. 
I am saying we absolutely ought to get to the bottom of 
whatever took place. We ought to understand all these 
institutions, because it is a sorry chapter in American 
politics . 


But that is going to happen with 25 FBI agents, 
and depositions, and documents being made available, and the 
taxpayers of this country do not need us jumping ail over 
each other for political purposes avoiding the real issues 
, that they would like us to dig into. 

I do not think much more needs to be said beyond 

I that . 

( 

The Chairman. Senator Bond. 

Mr. Hove. Mr. Chairman, may I make a correction 

The Chairman. Yes. 

Mr. Hove. I think Senator Kerry asked who was 
the primary regulator. The primary regulator was rr.e Siate 
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•' said former Treasury Secretary Nicholas Brady, a 
■ close friend of former President George Bush, and a college 
' classmate of Mr. Fiske's more than 40 years ago: 

I "He is one of those guys who has always 

' conducted himself with integrity." 

j The article goes on to say that, "Mr. Fiske, a 63 -year-old 
il Wail Street lawyer, earned his reputation by being an 

!l 

II aggressive prosecutor. If the Clintons have something to 
hide, he could pose a formidable problem. If he lives up to 
his billing, at the very least his investigation will 
disrupt the lives of the First Faunily." 

Now if that is not enough, if we do not have the 
patience to allow him to do his job and sit here and ask 
'' relevant questions about $150 billion, we ought to ask what 
we are doing here. 

This is why the tcLxpayers get so fed up, because 
all we do is dig into politics. There is a huge distinction 
; between this case and prior cases because we are not looking 
I at a current situation where the President is currently 
I making decisions about current money being spent or current 

I 

policy. 

This is something that happened when he was 
Governor- -if whatever happened happened- -amd I suggest that 
this Prosecutor has the ability to get at it. 

If he does not, I will join with Senator D' Amato. 


I 
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1 I “ The Chairran. Yes, you can. 

2 I Senaccr Kerry- -Senator Boxer gave you a 5.9. 

3 I (Laughter.; 

4 Senator Boxer. A 6.0. 

5 (Laughter.) 

6 The Chairman. Especially on the technical 

7 portion of the prograun. 

a (Laughter.) 

I 

9 j Senator Bond. With the market today, maybe we 

10 , should have let him out earlier. 

I 

11 The Chairman. Senator Kerry? 

12 Senator .Kerry. Mr. Chairman, 1 am .tot sure I 

j 

13 have time to stay through the whole process here, so I am 

14 ! review the bidding here a little bit, but just speaking as a 

1 

15 former prosecutor: 

16 One of my colleagues over here was sort of 

17 questioning the duality. I can tell you as a person who has 

13 presented evidence to grand juries and who has spent some 

19 time putting cases together, that there is nothing worse 

20 than having dual tracks, witness confusion, various 

21 statements appearing in public, multiple copies of documents 

22 ' moving around. 

23 I would be very surprised if Special Prosecutor 

24 ; Fiske decided to do it. It certainly would not be a 

25 judgment that I mads thinks public in the middle of an 
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I 

i 

Senator Domenici. Is my cum eminent here, or do 

2 I have a long wait? 

3 The Chairman. Let me get my batting order here. 

4 Senator Boxer. You have a long wait. 

5 Senator Domenici. I do not want to keep him a 

6 long time, but I wanted to*- 

7 The Chairman. Actually you follow Senator Bond 

8 who will come after Senator Kerry, and then we will come 
5 back CO Senator Boxer. So actually there are-- 

10 Senator Faircloth. How long is your question? 

11 Maybe they would let you-- 

12 Senator Domenici. I do not have a question of 

13 Mr. Greenspan. I just want to state for the record that 

14 frankly I believe the actions you took over the last three 

15 or four yeard have a great deal to do with the status of the 

16 American economy. 

17 I frankly believe you were subject to some undue 

18 criticism, but if we have a solid recovery I think it is 

19 very significantly related to the conduct of the Federal 

20 Reserve over the last three -and- a -half or four years. 

21 Maybe President Bush would have liked it 

22 - differently, and maybe Dick Darman would have, if it all 

23 could have happened earlier, but nonetheless I think you are 

24 somewhat responsible so I trust you at least on what you are 

25 doing now. 
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And by the way, I am going to, Mr. Kove, read 
something to you that is quite illuminating. You had better 
have your lawyers take a look at this . 

When it gets all done doing that, it says: 

"Based on the factual conclusions in the RTC 
Conflicts Report," it says, "we send it to counsel." 

Now I have to tell you, I am going to ask-- 
because you have no conclusion. It just says these are the 
facts. End of the facts, fellows. Now you do with it what 
you want and sends it to counsel, general counsel. 

I am going to ask that and any other 

relevant material that was gathered by those who were 
working on^it be submitted to the Inspector General. As you 
have indicated before, you certainly |irould not see- -I do not 
see how that would impede anybody or anything, but I v 
certainly would feel more comfortable that it goes to the 
Inspector General as opposed to the General Coiinsel. 

I think it would guarantee the integrity of the 
review certainly in this Senator's mind, and I think in 
others . 

Mr. Altman.. Fine. ^ 

Senator D' Amato. Thank you, very much. I see 
that my time has expired. 

I have another observation to make, and I will do 
chat afterward at the appropriate time. 
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I ' Lec me ask you this. Prior to this meeting, was 

there any representation, was there any counsel that was 
being given representing the President's interests or Mrs. 
Clinton's interests, or anyone else that you were aware of 
as it relates to the matter that you went to brief them on? 

Mr. Altman. No. Not to my knowledge. Nor were 
there amy substantive conversations- -subsequent 
conversations . 

Senator D' Amato. Did anyone* request this 

.1 

j meeting? 

' Mr. Altman. I requested the meeting. 

! 

Senator D' Amato. Was there any other meeting 
that may have been requested? 

\ Mr. Altman. No. 

j 

Senator D' Amato. There was no other meeting that 
you were aware of that the White House counsel requested? 

Mr. Altman. No. 

Senator D' Amato.. Or anyone else from the White 

House? 

Mr. Altman. No. 

Senator O'Amato. Mr. Ickies? 

" Mr. Altman.. .1 had no suboequent--! received no 

subsequent requests for meetings'. 

Senator O' Amato. What about private counsel? 

t 

Did private counsel--! find it hard to believe 
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I think chat is a very important distinction, and 
I think it is important for the economic system and the 
markets to understand what you have just said. 

Senator D'Amato? 

I Senator D' Amato. Thank you, Mr. Chairman. 

Mr. Chairman, I have to say to Mr. Altman that I 
would like to go back to a question that Senator Grairan 

j 

i brought up as it relates to any meetings with White House 
Staff or counsel. 

Mr. Altman* I think you —id- that you and an 
official from Tr— sury sought out Mr. Nuasbaum? Is that 
coyrscc? 

Mr. Altman* Yes* I did. 

Senator D'AsMto. Could you tall ua why? 

In other worda, I have difficulty*^ understanding 
why it ia you felt cdtopelled to seek out the White House 
coun—1. 

Mr. Altnan. Solely to ensure- • 

Senator D'Asiato. Solely to? 

Mr. Altman. Solely to be sure that he understood 

1 ^ a 

the legal and procedural framework within which the RTC was 

- working. 

If you xec^llf. as I said* at that time there was 
a February 28th date which was the subject of major 
attention in the Congress and in the press. It is not 


Ace-Federal Reporters, Inc. 

\«nonwidc Covtnsr 

202-347-31X) ^336>4M6 4I(V«4.2550 


/24V4 



5185 


78540505 

"WBeach 


3 

4 

5 

6 

7 

8 
9 


10 
' -T 

12 

13 

14 

15 


IS 


17 

18 

19 

20 
21 
22 

23 

24 

25 


i 

I we thought would occur, and in fact have been occurring in 
! the balance sheets, got to a point where the economy could 

I 

start to regain its momentum and gain a degree of expansion 
which seemed to be well entrenched, at that point the need 
I to have excessive accommodative policies no longer exists, 
i The issue is not do we see inflationary pressures 

I emergina, but what is the reason why we would want to keep 
I the level of accommodation at a point where history tells 
us, if extended indefinitely, eventually does engender 
inflationary pressures? 

So it is the issue* -I would reverse the question. 

I 

Not, do we see inflationary pressures; but what reason would 
we have, once the recovery seems well entrenched- -as indeed 

! I believe it is- -would we wish to keep an excessively 

1 

accommodative stance? 

That is not a statement which says we are seeing 
inflationary pressures emerging. 

Indeed, as I said in my prepared remarks to the 
I House Committee, when we actually see inflationary forces 
I emerging in the way of price changes which are clearly 
\ evident, the one thing that is sure at that point is we are 
very far advanced in the process. History tells us that 
chat type of policy which we engaged in much coo often is 
wholly inappropriate to maintaining long-term economic 
stability. 

I 
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j would not be moving to a much more moderate rate of growth 
I was rising. 

I The first evidence that that was affecting market 

I perceptions was when the Philadelphia Federal R^^rve Bank 
1 released its monthly survey which showed a significant 
I increase in prices paid by manufacturers for the month, 
early- -I suspect it is early February. At the point at 
I which that release was made, the long-term rates were very 
slightly above where they had been previous to the February 
4th move. But what occurred following that was a general 
belief that the pace of economic activity may turn out to be 
' somewhat stronger than most of the people in the market had 
anticipated. 

‘ T6 repeat what I said at the House Banking 

Subcommittee, that change in view in the market's perception 
led to a significant backing up of long-term rates, which is 
what typically happens when those types of expectations 
change . 

As I said then, my impression of how one should 
interpret that Philadelphia report is more an indication of 
a pickup in economic activity, because commodity prices tend 
to be reasonably good proxies for new orders, and indeed I 
think that is what essentially that particular report was 
showing . 

It is not a particularly good forecaster of 
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1 ! am nearly certain it is 'no,' because as you know it was not 

i| 

2 , the RTC that ever had any retainer relationship or other 

3 I relationship with the Rose firm. 

4 I Senator Domenici. But you are kind of the 

5 I natural successor to what went on there. 

6 ’ I think when you took over you began some 

7 ! investigation of that, and we will show you that in a 

minute, but my qaestibn is| 

9 ; ' If the FDJC agreed to have4-dinfttMbtj^*^^^° 

10 Madison, would there be amy reason why you would not? 

11 Mr. Altman. X have no objection to the IG's 

12 looking into any matter that he sees fit to look into, or 

13 that he is requested on an officinal basis to look ^to. 

14 I That is what he is there for. * . 

15 The Chairman. Senator Domenici, I do not want to 

16 I be arbitrary, but I do want to try to stay on the time clock 

17 if I can and go back and forth. We will continue until 

18 everybody has had a chance to cover what they wished to 

il 

19 ! cover today. 

20 Senator Domenici. Thank you very much, Mr. 

I 

21 Chairman. 

22 The Chairman. Chairman Greenspan, I want to come 

23 back to the interest rate situation because we had an 

24 opportunity to talk the day that the Fed took its first step 

i 

25 after that was taken. 

I * 

■j 
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chance to look at them was inappropriate, and that is my 

I choice of words, "disaster. " 

I think it is inappropriate to release documents 

I before we know what they contain. 

I 

j Senator Domenici. I thank you. 

I 

j Let me quickly move to a couple of other ones, if 

‘ I might . 

I Mr^ Mirnmn/- ir thiairymm Smoaxor Bond that 

you would not make available any^ dociuneitte that "would* have 
a negative Inpadt on the legteratloxS" ? 

Mr. Altman. No, Z do not think, ao. I think 
said that we would try not to* release- any documents that 
would have a prejudicial effect on the investigation. 

Senator Domenici. Well, this Committee held 
hearings on the failure of the Bank of New England in the 
context of an unsuccessful confirmation hearing on Bob 
Clark. 


This Committee explored in detail transactions 
related to that bank. Voluminous documents were made 
availaUsle. Maybe this is distinguishable, but it seems to 
me that the saune question could be asked here. 

ot these documents 
for this kind 9t hSaring? ; ^ 

MzT. Altman. Senator, ws havs had--or l am 
advised wa~.hava»had<ar- couple'of conversations with Mr. 
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submitted it, but as a federal employee and a consultant, 
the materials properly were reviewed by his superiors before 
being released. 

But I think the point is they were released in 
short order. 

Senator Domenici. Did the RTC or the Oversight 
Board alter, edit, or sanitize this document before 
releasing it? 

And let me say, if not, why did Diecra Ford, 
Oversight Board Executive Director, send a memo, and I have 
that, dated November 30th, to you about these materials 
which included the following sentence: 

"I am forwarding the enclosed so that you can see 
the original materials and fully understand the disaster we 
narrowly avoided." 

That last sentence is a quote. 

What was the "disaster" that Mrs. Ford was 
referring to? Was this a reference to Madison? If it was 
not, fine. If it was, I think maybe we ought to know about 
it. 

Mr. Altman. Senator, you should ask Mrs. Ford 
that question. 

Senator Kerry. You may not like the answer, but- 

Senator Domenici. Well, I just got this letter 
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1 i That involved two hours that was billed on Mrs. 

2 I Clinton's part on that case in which she signed the amended 

3 ! complaint . 

4 I As far as we can determine from the records we 

5 had. that was the involvement that she had had, and that is 

6 I what we released at the time. 

•i 

7 Senator Gramm. Well, if you would take a look at 

8 I this and just let us know in writing if this was the second 

9 one, how the response was made, who made it, why they made 

10 it, that would be fine. 

11 Thank you, Mr. Chairman. 

12 (COMMITTEE INSERT.) 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 
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Senacor Grcmn. And you would make cr.ac :udgmenc? 
Mr. Kove. Yes. 


Senator Granm. Mr. Altman? 

Mr. Altman. an, SenAtorr~-we.4ia^ 

, already provided volume^/^r docunm to~^e Congress. , 
Senacor 0*Aojpf€o^^f erred at Che yecy beginning to docu^nts 
he receive last evening. • I- woold have 1/ked him to receive 


r 


them sooner, but we only got thg xeques^ last Pri^y. 

But in tei^ o|^-?a^ Congressman Le^h has also 
\ received those document^^^^^^JI^. has had some time. 

^ memory serves, there .ace 650 pages. 

^ A * ‘ has been asked not to make information! 

about criminal referrals in the Madison matter public. It 
is standard practice not to releaise information of that 
kind, or any other, which might compromise a criminal 
investigation. 


And of course we are cooperating with t.he 
independent counsel to try to assure that we do not 
release auiy infozmation which would jeopardize his 
investigation. 

As I said earlier, I would think you would not 
want us to do that in order that that investigation should 
proceed as it should. 

Senator Gramm. Mr. Chairman, if I could have 
your indulgence, I have got here a text of a newspaper 
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I article chat appeared ir* The Chicago Tribune. We pointed 
j out the errors cf that article, that it was not an FDIC 
! matter, exactly the same thina that I responded to Senator 

•I 

! Faircloth. 

I Senator Gramm. And to the best of your 

! knowledge, you have had no other comminication? You and 

I your staff have had no other communication with all the 

;l 

:| people that I listed? 

!! 

Mr. Hove. That is correct. 

, Senator Gramm. Let me pose the same question to 

Mr. Fiechtsr and to Ms. Ford. 

Mr. Fiechter. To the best of my knowledge, I 
know I have, and GTS staff has had no communication 
j whatsoever with anyone from the White House aUDout this, or 
that list that you included in your question. 

Ms. Ford. Neither the Oversight Board Staff nor 
I have had any involvement in this matter, 
j Senator Gramm. Let me raise a second question. 

It is a thing that I have tried to understand in looking at 
I where we are and what we need to do to get on with finishing 
this matter. 

' Part of the problem that we have had in the past 

with regard to Congressional hearings and Congressional 
involvement really involves two things. 

One has been the granting of immunity by 
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1 "I said, fine, chat was it. 

2 I I have not had any contact with c.he President of 

3 Che United States or the First Lady on any matter like this. 

4 • Senator Grautim. If I may, let me pose the seune 

5 question to Mr. Hove. 

6 Have your or any member of your staff had any 

7 communication-* 

8 The Chairman. Mr. Hove, let me just--! do not 
5 know if you know this question is being addressed to you. 

10 Senator Gramm. Have you or any member of your 

11 staff had any communication with the President, with the 

12 First lady, with their representatives, including legal 

13 counsel, with members of their White House staff, concerning 

14 Whitewater or Madison Savings & Loan? 

15 Mr. .Hove. Our Director of the Office of 

16 Communications at the FDIC had received a call from a press 

17 person at the White House after the second article appeared 

18 in The Chicago Tribune regarding the First American issue. 

19 They asked, did we have any statement? And the 

20 response given to the White House was, no, we did not have 

! 

21 any statement. 

22 ' Senator Gramm. So they were asking you to 

23 respond to the press statement? 

24 Mr. Hove. It was Mrs. Clinton's attorney. 

25 Senator Gramm. Mrs. Clinton's attorney called 
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chance' CO question, so we will go back and forth. 

Senator Oomenici. Well, go ahead. Are you going 
to keep it brief, Senator, and short? 

Senator Gramm. No. 

(Laughter. } 

The Chairman. Senator Gramm. 

Let me begin. I have just got a 
simple question that I want to ask of most of the members of 
Che panel, and let me just read it. 

I weint to ask you first. 

crwTOjnl gl ^ i eia^lriy^ the Firet^Xady, If 

their representatives^J.nclu^^ counsel , or any 

member of their White House staff, concerning Whitewater or^ 
tl^ Madison Savings X^g^in? 7 

Mr. Altaian. I have had one substantive contact 
with White House, staff , and I want to tell you aibout it . 

Senator Gramm, * given that 

' yes , ^ I would like to Idiow ' wUl tfia*|tt^bM of the 

imn iitirn it occ u rred, who initiated it, and 
what yo^«jKBe-*eAe»d'to do. * 


Mr. Altman. i£ . 

About three.. weeks ago, Jean Hansen, who is 
Treasury's x.-requested. a. meeting with 

Mr. Nueebaum-'he^te tlMh-'Wliite -House. Counsel,.. 
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1 zo read three or four different lines here that appear at 

2 I different places. 

3 Here is the first one: 

4 I "The Attorney General has appointed this 

5 Independent counsel to investigate whether any 

6 individuals or entitles have committed a 

7 violation of any federal criminal or civil law" 

8 I and it goes on in that vein. 

9 I Then over on the next page it says again, "... have 

10 committed a violation of any federal criminal or civil law 

11 ' relating" to. And then it says "... a violation of any 

12 federal criminal or civil law". And it says it one more 

13 time further on down the line here. 

14 j So it is clear. My interpretation of this is 

15 that it does not relieve any regulatory body of any proper 

16 j actual efforts that it should properly undertake and 

17 determine to undertake, but it says that the Special Counsel 

18 : clearly has the authority to move do%m both tracks if in his 

19 j judgment he should find that that is warranted- -and it is a 

20 very is^ortant fact. 

21 : (The information follows.) 

»- 

22 

23 

1 

24 

25 

j 
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1 ' Secondly. I maJce a quick point, and I beg the 

2 indulgence of my colleagues, by stating that I think that if 

3 you notice at least where I have been attempting to taJce 

4 j this, and I think some of my colleagues, to ascertain what 

5 I if anything did the RTC, did the FDIC do in connection with 

6 ! these matters? 

I 

7 j That is not at variance with the charge of the 

8 I Special Counsel. We are not, in attempting to find out what 

9 was done and what was not done, in any way disturbing his 

10 j investigation. 

11 ' I think we have an cibsolute right to know what 

12 was done. We have an absolute right to know the 

13 appropriateness of the actions. 

14 I Senator Boxer. Mr. Chairman, may I have a point 

15 of procedure? 

16 Senator O' Amato. I would like to finish-- 

17 Senator Boxer. Whose time are we on now? I have 

18 i lost track. 

19 I Senator D' Amato. I am going to do it, one way or 

20 I the other- - 

I 

21 Senator Boxer. I do not have any objection to 

22 "your doing it; I am just confused. Is this Mr. Faircloth's 

23 time that you are on? 

24 Senator Domenici. He had no time left. 

25 Senator Boxer. Or is this added time, so we can 
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The only concacc we have had on the First 
American Savings & Loan and the Lassiter case was a cress 
contact that came as a result of an article that appeared 
first in The Chicago Tribune. 


5 We responded to that saying exactly what I have 

6 j told you, that this was not an FDIC issue, chat it was in 

7 fact a FSLIC issue that occurred before FDIC ever became 

8 I involved in any FSLIC issue. 

9 The issue was settled. The settlement was made 

10 before FDIC ever bec 2 une involved in this issue. 

11 Senator Faircloth. All right. But would the 

12 statute run on it? Could it be opened by the Special 

13 Counsel? 

14 1 Mr. Hove. I have not any idea. That is a 

15 question I guess I would have to ask my attorney. 

16 Senator Faircloth. Ask him. 

17 Mr. Hove. I do not know. 

18 Senator Faircloth. Thank you. 

1 

I 

19 The Chairman. I will repeat again, and you will 

•* 

20 read it from this Federal Registry: 

i 

21 The Independent Special Counsel has two 

22 ' authorities. One authority is for criminal prosecutions. 

23 The other authority is to proceed with civil actions. 

24 Now the civil authority does not relieve any 

25 ether regulatory body of whatever civil action they might 
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I Clinccn and her woric in che Dan Lassicer and Firsc American 
I Savings & Loan, char you found her completely innocent, 
i Mr. Hove. Senator, let me talk cdaout that issue. 

i 

because that was not an FDIC issue. That was .not an 
investigation or a review that the FDIC has done. 

That was aui issue that happened before FDIC ever 
became involved. That was an issue between the old FSLIC, 
the old Federal Savings and Loan Insuramce Corporation, and 
the failed Savings & Loan, First American, in Illinois. 

I They "had filed a suit against Lassiter. They had 

settled that suit before FDIC ever became involved in that. 

I 

I It was an issue that had happened way before FDIC ever 
' became involved in it. 

^ We have not reviewed that. 

I 

We have 1 coked at - - 

Senator Faircloth. Excuse me. May I ask one 
I quick question? 

Mr. Hove. Yes, sir. 

Senator Faircloth. Who settled it? Mrs. Clinton 
and Poster? It was settled? You say it was settled by Mrs. 
Clinton and Foster? 

Mr. Hove. I am not sure that it was settled by 

1 

Mrs. Clinton. Mrs. Clinton's involvement was to sign an 
I amended complaint for Mr. Foster that amended the complaint 
from the Savings & Loan against Lassiter. That was her only 
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Division's report? 

Mr. Hove. I have not. 

Senator Faircloth. Are you aware of any 
communication between Webster Hubbell and an FDIC official 
in the General Counsel's office regarding Mr. Hubbell 's role 
in the Legal Division's then-pending investigation and 
report? 

Mr. Hove. Yes. Our Legal Division has had 
conversations with Mr. Hubbell. 

Senator Faircloth. Are you aware of any 
communication between an official in the General Counsel's 
office in Washington and the FDIC official in the Kansas 
City, Missouri Field Office regarding Webster Hubbell' s role 
in the then -pending investigation and report? 

Mr. Hove. No, X am not aware of that. 

Senator Faircloth. Would you be willing to let 
the General Counsel's Office release their telephone records 
for the week of January the 24th through January the 3 1st? 

Mr. Hove. Senator, we are willing to release any 
non- confidential information that would be generally 
available to the public. 

As you might know, many of these things would be 
privacy concerns, and we would be concerned about releasing 
those without redacting. 

Senator Faircloth. So you would not release 
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some questions. 

(Laughter. } 

Senator Faircloth. This is in sympathy with Mr. 

Altman. 

I have bought and sold many a piece of land in my 
life. I never bought one that somebody did not tell me I 
paid way too much for it, and I have never sold one that 
somebody did not come immediately and tell me I should have 
gotten a lot more. But I survived. 

(Laughter. ) 

Mr. Altnan. And you probaibly did very well. 

( Laughter . ) 

Senator Faircloth. Chairman Greenspan, I chink 
two things. If we get nothing else out of all of this 
conversation, I believe it will demonstrate to the American 
people, and maybe to the Congress as a whole, that we need 
to keep the Federal Reserve, the Conptroller of the 
Currency, the Office of Thrift Supervision, and the FDIC as 
separate entities. It is well -spent money to have them 
separate, about the taxpayers' money, to keep it as it is 
amd not be consolidating it into a political position. I 
hope that is it. 

As Senator Sarbanes mentioned on your increase in 
interest rates and inflation, I have observed over the years 
that inflation is somewhat like Alzheimer's Disease. You 
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according to his own testimony, he defined in effect the 
grant of authority. 

! I have not quoted it, but the Attorney General is 

I very clear here in her statements that he has a full scope 
to proceed as he deems necessary, and to call upon any 
j resources chat he thinks are advisable. 

I It seems to me chat we have put the matter where 

it ought to be put. 

I Now there was some delay in getting to that 

I point. I understand that. But that is the point we are at 
now, and it seems to me chat that ought to be reassuring to 
the American people, that this matter will be looked into 
thoroughly and comprehensively, and that Mr. Fiske and his 
I associates- -and he is now in the process of putting together 
I understand a rather large and first-rate staff- -will get 
I to the bottom of this matter. 

I think it is very important that that be put on 

Che record . 

I thank the Chair. 

The Chairman. Thank you. Senator Sarbanes. 

I made reference earlier--! will just take one 
moment before calling on Senator Faircloth--! made reference 
earlier to the actual legal charter of the Independent 
Special Counsel Fiske which is published in the Federal 

i 

Register on Friday, February 4th, and I have read it. 

I 
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I with rdspect to your own responsibilities. 

I do not know how you could be expected to assume 
the responsibilities of others, so to speak. 

Mr. Altnan. (Nods in the affirmative.) 

Senator Sarbanes. Mr. Chairman, I just have one 
comment about the constant reference here to Madison, nd 
Whitewater, and so forth. 

That is, that eui Independent Counsel has new een 
selected. I read the transcript of his press conference 
with the Attorney General when it was announced. 

Actually, as I understand it, or as he said, he 
I defined the scope of the investigation. In fact, he says: 

"I eun tgtally satisfied that I will have the 
I independence and complete authority to do this job right." 

And then the resolution by which his jurisdiction 
is defined- -this is Robert Fiske now I am talking about: 

"This resolution has been drafted broadly. It 
was drafted by me to give me the total authority to look 
into all appropriate matters relating to the events that 
bring us all here today." And he then go on to specify 
that. 

Now of course I think Fiske is regarded highly. 

I In fact. Senator D' Amato called him "a man of unflinching 
I and uncompromising integrity. He is the kind of person who 
will bring out the truth for the American people so t.here 
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Senator Sarbanes. Well, I am glad we found the 
explanation for it, Mr. Chairman. 

Senator Kerry. You know, Mr. Chairman, if you 
said something really interesting now aUsout interest rates, 
you could functionally terminate this heazing and relieve us 
all. 

(Laughter. ) 

Senator Sarbanes. Mr. Chairman, : know that is 
not the focus of today's hearings, but I thi: this matter 

is of such in^oi^ance. 

The Fed of course is urging the Con ress to stay 
the course on fiscal policy. I happen to agree with that. 

I think we ought to stay within the constraints of the 
agreement that was reached last year, and I expect that we 
will. 

But by the same token, it is my own view that the 
Fed should have stayed the course on monetary policy 
certainly until we had greater assurances that real growth 
was taking place in seme lasting and pennament way, and some 
evidence that one can look to that indicates that we are 
beginning to get some kind of an inflationary problem. 

Now, Mr. Altman, I just want to put a couple of 
questions to you. 

Earlier you were questioned by one of my 
colleagues on the other side who went through a list of sort 
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Now just today, Hobart Rowen, one of our Nation's 
: most perceptive economic commentators, has an article in The 

Washington Post headed "The Fed Meddles," and I just want to 
! quote from it briefly: 

j "As it has mamy times in the past, the Federal 

Reserve Board is tadcing the country down the. wrong road by 
raising interest rates. It has violated the dictum, 'if it 
ain't broke, don't fix it,' aind as a consequence the smooth 
I recovery from recession chat has cheered business and 
1 consumers over the past year is being threatened. Fed 
I Chairman Alan Greenspan told the Joint Economic Committee in 
widely ainalyzed testimony Jainuary 31 that the Central Bank 
which had allowed interest rates to fall to record lows 
: would not change policy to slow economic growth. But four 

days later on February 4th, the Fed raised short-term 

i 

I interest rates by one-quarter of a point in a 'preemptive 

>I 

' strike' against future inflation. To make sure there was no 

I do\ibt in the markets that the Fed had decided to interrupt 
the easy money pattern, Greenspan publicly announced the 
move. In new testimony this week, Greenspan failed to 
justify the Fed's action. He admitted chat there was no 
I discernible inflation; that wages are not moving up; that 
I there is virtually no fear that the economy is growing fast 
j enough to maike over -heating a danger." 

Now Che whole problem here- -and this is to close 
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would taise long-term races. 

The Chairman's position has been, as I understand 
it, chat when short-term races go up, long-term rates would 
initially rise but chat within a few weeks or so they would 
settle back down to a level near where they had been when 
short-term races were raised. 

• We then contacted the Fed for the analysis that 

in|.effect was the underpinning for this statement. We have 
had difficulty getting chat analysis, but it has finally 
been forthcoming. 

The Fed says, and I quote, the Fed staff: 

"As you have noted, short and long term races do 
tend CO .move together." 

They Chen go on to make a rather subtle argument 
that, to Che extent that the Fed is ahead of the curve, the 
response of long-term races is less chan when the Fed is 
moving coo little coo late in responding to a buildup of 
inflationary pressure. 

So in a sense they are shifting, as I understand 
it, the position chat was asserted to me by the Chairman. 

On the morning of February 4th when the Federal 
Open Market Committee raised the Fed fund race frcm 3 to 
3.25 percent, the 30 -year bond race stood at 6.30 percent. 

Since chat time, long-term rates have risen 
steadily. As of the close of business yesterday, the 3!- 
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1 the price; and that if I would simply submit a bid for this 

2 j price, I would be guaranteed to get it; that the RTC would 

3 t not entertain any other requesca. 

* I 

4 I turned it down, as I say, for the reasons I 

5 j have described, although I will say to my colleagues chat 

6 Che Ethics Committee cold me I need not have done chat, I 

7 could have made the investment . 

8 I decided to avoid the staxnping of feet later on 

9 in some future campaign in Utah. I would not run the risk. 

10 But it was my understanding that the people who did 

11 ultimately pick up the property did it for the price we were 

12 cold was the price, we were told, yes, this is technically 

13 an auction. There will be a sealed bid, but this is the 

14 sealed bid we want. And if you submit it at that price, we 

15 can guarantee that you will get it. 

16 Mr. Altman. I would like to make two points. 

17 The first is: That is not how it is supposed to 

18 work. If it worked that way, taking your comments in their 

19 entirety, it should not have. 

20 ^ Second: The RTC does reserve the right to reject 

21 bids and to estaU)lish in effect reserve prices, or floors. 

22 'So it is not the case- -it is not always the case that 

23 whatever the high bid is. it is accepted. 

24 But there should never be an auction where any 

25 such indication or any such knowledge is provided 
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j you should pay actencion co. So I would ask you ro review 
j that . 

Now I make reference to continuing sales. Again, 

I 

! this is a personal circumstance. I have had a number of 
I people come to me in Utah and say: 

j Here is a marvelous investment opportunity to 

pick up at fire sale prices properties that can be 
I enormously valuable. I have decided finally to divorce 
myself from having to make any investment decisions, and I 
. have put all of my assets in a managed trust and trust the 
trustees of that trust to make those kinds of decisions. 

But I said to them, I cannot personally invest in 
this because I sit on the Banking Committee and it is 
involved in oversight of the RTC, and these are RTC 
properties. 

‘ But I did, prior to creating the managed trust 

for my assets, go through the process of looking at them. 

! As a businessman, I can say you really are moving them very 
! rapidly because it struck me that some of the prices were 
indeed unduly low, and that the RTC could in fact .have 
j gotten a better price almost as quickly, if not just as 
^quickly, as they were getting for some of these properties. 

Do you have a sense on that issue? 

I am not accusing you of anything. I simply want 

I 

you to talk about it. 

I 

i 

I 
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1 find out who is behind this and tell the truth." 

I 

2 And I kept getting told: 

3 This is a third-rate burglary that nobody cares 

4 about. I am sure on a list of breaking and entering this 

5 would have --the Watergate breaking and entering would have 

6 been considered very, very minor. 

7 And people kept saying to me: No, no, it will 

8 all blow over. Well, it was members of your party. Senator 

9 Boxer, who kept stamping their feet and kept the thing up. 

10 A special prosecutor was appointed whom, in my 

11 recollection, was a Democrat. I think Mr. Cox did not have 

12 very good Republican credentials when he was appointed to 

13 that circumstance. 

14 Senator Kerry. He was a Republican, one of the 

15 good ones from Massachusetts, but he was a Republican. 

16 Senator Bennett. He was a Republican? I knew 

17 his law partner. He was a Democrat. 

18 (Laughter.) 

19 Senator Bennett. We need not beat this further, 

20 but I do hope everybody understands that when there is an 

21 allegation of wrong doing, the smartest thing any politician 

22 ' can do is get all the facta out on the table, 

23 I have tried to do that when I have been accused 

24 of making mistakes. I have discovered that the very best 

25 thing you can do politically is not try to cover it up, and 
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The Chairman. Did you want to say something? 

Mr. Altman. No, no. I just wanted to note to 
Senator Boxer we would respond to that question you were 
asking. 

Senator Boxer. Thank you. I really look forward 
to seeing that for those six institutions. 

Thank you. 

(COMMITTEE INSERT.) 
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was granted. And we do not know the end result. 3ut what I 
see happening here, Mr. Chairman, is that the people are 
still stamping their feet as if nothing has been done. 

Something very important has been done. A lease 
has been taken on offices for something like four years. 
Eight attorneys are looking at this whole situation. Every 
question that has been asked by my colleagues is being 
looked at not by a Democratic prosecutor, as Senator Kerry 
has pointed out, but by a Republican prosecutor and someone 
who I believe has the faith of the American people, if not 
some of the Senators here today who seem to want to 
interfere in that investigation. 

The Chairman. Senator Boxer, I might just say 
that you may or may not have seen this in this morning's 
Washington Post , but there have been 25 FBI agents assigned 
to work with the Special Counsel, in addition to that legal 
staff that you cite. 

Senator Boxer. Yes. 

And, Mr. Chairman, I have to say that gives me 
great comfort. As much as I respect my colleagues' skill at 
questioning and badgering, I would rather have this matter 
' handled by someone who is so well respected and cannot be 
accused of partisanship as my colleagues on the Republican 
side here could be, or I could be, or Senator Kerry could 
be . 
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i apprectace knowing chat. 

I Because I do have a big concern about the scams 

that were going on at that time. 

i 

Mr. Hove. Senator, many of these cases probably 
,j were the RTC cases and not the FDIC. The reason that we had 
j this case was that we inherited the FSLIC cases in late 1988 

* or early 1989. This one came to us at a window of time 

.1 

I prior to RTC s being created. 

So I think that your request might better be 
directed toward the RTC. 

Senator Boxer. Well, then I will make that 
request to the RTC and ask that we have that report. 

Would I make that to Mr. Altman, or Secretary 

Bentsen^ 

Mr. Chairman, who do you chink would be the 
appropriate person? 

The Chairman. Well, they both are hearing it. 

Mr. Altman. Yes. 

(Information to be furnished.) 


22 


23 

24 

25 
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We also have a responsibility in regard to any 
I case to obtain all the necessary materials for purposes of 
making a litigation decision. So any documents that the 
I legal staff at the RTC believes would pertain, or would help ” 
j it reach a conclusion on a litigation decision on this or 
any other matter, it makes a maximum effort to obtain. 

Senator Bond. But on thmz, you have no knowledge 
! of the specific question I asked about the record^ 
potentially in the possession of Mrs. Clinton? 

Mr. Altman. None whatsoever. 

Senator Bond. Thank you, Mr. Chairman. 

The Chairman. Senator Boxer. 

Senator Boxer. Thank you, Mr. Chairman. 

' I want to pick up on where Senator D' Amato left 

off with Mr. Hove. 

Mr. Hove, we a Bush appointee, you were familiar 
obviously with the laws in those days regarding conflicts of 
interest, and you said that at that time there had to be a 
' direct conflict of interest, and the appearance of a 
conflict of interest now is considered important; but at 
that time, that is not the way things were done? 

Is that correct? 

Mr. Hove. That is correct. Senator. 

Senator Boxer. So the law was strengthened, and 
now you have to look at the appearance of a conflict tf 
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to you there are any missing doonnents? Or has anybody 

i 

discovered ainy files missing or unaccounted for? 

Mr. Altman. No. 


I 

,j 

:( 

:j 

•j 

i 


Senator Bond. You are ad>solutely sure-- 
Mr. Altman. No. Your question was: Has anybody 

indicated to me. 

Senator Bond. All right. 

Mr. Altman. The answer is, "no." 

Senator Bond. Would you inquire of your Records^ 
Management Agency whether they have either (a) been given , 
instructions aibout the handling of documents from somebod)| 
outside; or, if they have found any evidence of mTssing 
documents, or find that there are documents apparently | 
miseing, if you would inquire of that and advise us if you ^ 
do find that there is such information? | 

Mr. Altman. (Nods in the affirmative.) 

The Chairman. I think the stenographer should 
note that he is nodding in the affirmative. 

Mr. Altman. "Yes." 


Senator Bond. release 


* iMt ial Sc^temil^r iS92 referral to |he 


Department of Justice, and copies of the second refeml on 
October 1993? • 

Mr. Altman. Senator, we are not in a position to 
release any docximents that could have a negative impact on 
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i 

•I 

! 

i 

1 ' Senator Bond is next . 

'i 

2 Senator Bond. Thank you very much, Mr. Chairman. 

3 ' Mr. Altman, are there special measures taken in ' 

4 1 the resolution of a failed thrift when you find it to bd 

5 ! a f f wi^ a in 

6 I government, for example? . 

7 Mr. Altman. The procedures. Senator, which the 

8 ! RTC follows are intended to be identical in each case; and 

9 they certainly have been identical in the case discussed 

10 this morning. 

11 Senator Bond. After you discovered that the ^ 

12 President of the United States's naune might be mentioned ip 

13 a criminal referral being made by your agency, did you take 

14 any steps to ensure that documents created in the case were 

15 protected and preserved? j 

16 Mr. Altman. When the possibility of a criminal 

17 referral was brought to me, I took one step. That was to 

18 , instruct all of the relevant RTC personnel to handle any 

19 i judgments aibout criminal referral in the same exact fashion 

20 1 that they would be handled in any other PLS matter with no 

'1 

21 deviation whatsoever. 

22 ' As far as documents are concerned, the same 

23 thi-ng. 

24 Senator Bond. You instructed them to handle phe 

25 documents in the same way? 

j 
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J 

I 

a sense' of chat. 

It is ray understanding that you were going to 
take a look at this question of sort of why the recovery 
rate may or may not have been low. Have you been able to 
draw any conclusions as to that? 

One of the things I heard is that a lot of the 
attorneys who came on believing that they were going to be 
able to engage in recovery grew so frustrated at not being 
able to do so in the early years that they left. 

I do not know if that is legitimate, or if you 
have found other reasons, but could you share with the 
Committee what if anything you may have discovered with 
respect to the recovery process? 

Mr. Altman. As I said in my opening comments, 
the entire PLS area has been a troubled one. There have 
been conrolaints from both ends of the spectrum about over- 
zealousness and about inadequate pursuit. 

We have had, as GAO in its report noted, a high 
degree of turnover and difficulty recruiting and retaining 
experienced attorneys because of the temporary nature of the 
RTC. 

After all, here we are with less than two years 


to go- 

Senator Kerry. Currently that is true. What 
about in the late 1530s? 
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1 I is even more imporcanc that this Committee guarantee down 

•I 

2 ! the road we investigate everything. 

i 

3 ' I am not sitting here saying something may not 

4 I have taken place. In point of fact, there may be some 

5 indication that some folks outside of the White House may 

6 have some questions to answer, but there is no evidence 

i 

7 j whatsoever with respect to policy or tcucpayer money of any 

8 i decision made by the President of the United States that 

9 warrants this kind of inquiry. 

10 Now let me ask you, if I may, Mr. Altman and Mr. 

11 Secretary, perhaps you can share with me, because one of our 

12 I concerns is not just Madison but a whole lot of other 

13 ' institutions. 

i| 

14 I I think 42 percent of the total losses fall in 

15 Texas alone. There is a serious question about professional 

16 ] liability with respect to those institutions. 

17 ' I would like to know: 

18 ; To,. date, what is the total amount of money 

I 

19 recovered to- date_frQHUdir^ctprs_0]:^ Off icera,.Qf these^# 

20 ^.iaa titutions nationally?'' I 

21 Mr. Altman. $640 million, Senator. 

22 ' Senatoiricerry. $640 million? 

23 Mr.* Altman. I meant from institutions. From 

24 institutions. 

i 

25 Senator Kerry. And that is recovered througl^ 

i 

1 
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; ' There is no sitting Presidential decision here. 

I There is no issue of Presidential policy here. There is no 

A 

issue of taxpayers being cost money by an action taken by 

i 

! the President of the United States at this time, 
j This happened in 1982 and 1986, before they 

! became President. 

ij 

Now an individual died, and there is an 
I investigation into the death of that individual, and what 
• may or may not have happened is a fair question with respect 
to the death. And that is being investigated by the first 
Special Prosecutor of an opposing party that I can think of 
, in my public memory in public office that has been 
appointed. 


That is the clear distinction here, and it is a 

■( « 

very real distinction. 

No taixpayer money. 

No public issue of policy. 

No decision of a sitting President of the United 

I 

States with respect to what this Committee has oversight on 

1 

I and is here for today. 

The question is legitimate: 

What took place? 

Were there relationships previously? 

These are important as to all these banks. It is 
fair for the Special Prosecutor to proceed on that, and it 
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i appointed to your position by President Bush, were you not? 
! Mr. Hove. That is correct. 


' Senator Kerry. 

j 

■| Bush Administration. 


■I 


So you are a holdover from the 


i 


There is no special affiliation you have with 
President Clinton? 

Is that correct? 

Mr. Hove. Correct. 

Senator Kerry. I think it is a fair issue always 
as to what the level of review is as to any institution, if 
it takes place, and I have certainly shared a public 
expression of concern about what the Inspector Generals have 
done or not done. 

But I would like to see if it is going to be done 
as to Madison, I really want to see it done as to Columbia 
and as to some of the others. I just think we ought to 
cover the board here. 

Secondly, I would want to point out the 
distinction here which we keep missing. One of my 
colleagues earlier said that if this was President Reagan 
who did this and it was Silverado and so forth, we would be 
screaming. 


Those were sitting Presidents who made sitting 
decisions regarding a policy at that moment in time that 
cost the taxpayers a lot of money. 
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1 • 'It would seem to me that, without counsel coming 

•I 

2 I to you and saying, well, you know, you can Riegle-out by 

3 saying that the Committee has to ask. 

4 ' I appreciate the Chairxnain's response, I really 

5 j do. 

•I 

6 ! I just make that observation, Mr. Hove, that I 

ii 

7 find your response totally unacceptaible. 

■I 

8 I Senator Boxer. Mr. Chairman? 

I 

9 The Chairman. I want to move ahead to Senator 

10 Kerry who is next. 

11 If you want to make a response, please do. 

12 Mr. Hove. Yes, I would like to. 

13 First of all, all of the documents, everything 

14 that we have discovered, is availedDle to the Special 

•I 

15 Counsel, and we will make that availaible to the Special 

16 Counsel. 

17 I will commit to you that I will ask the 

18 I Inspector General to undertake an investigation. 

19 ! Senator D' Amato. Thank you. Thank you, very 

20 j much. 

21 I think you have done the Administration a 

22 -service, yourself, the FDIC, and I applaud you for chat. 

23 Thank you, Mr. Chairman. 

24 The Chairman. Senator Kerry. 

25 Senator Kerry. Mr. Hove, you were originally 
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you for the matter in which you have handled this. 

But I have to tell you something. 

I wonder why, when I asked a question to just 
know would you undertake this and, Mr. Hove, before you 
answered the fellow behind you with the glasses who has got 
all his hair chat I wish I had, came up and cold you what to 
say. 

Now can I ask what is your title and what is your 
responsibility? 

Mr. Jones. I am Douglas Jones and I am Acting 
General Counsel. 

Senator D' Amato. You are the Acting General 
Counsel. Well you would know whether or not you are going 
to ask, it seems to me, for this to be reviewed. 

It is a matter of you seeing that the propriety 
of this report, the integrity, the correctness of it can be 
substantiated. 

It would seem to me that you would want to do 

that . 
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inspector general to review this matter? 

That is the question. 

Mr. Hove. I will do that if the Committee 


! requests it. 


i 

I 

,i 


Senator D' Amato. Well, Mr. Chairman, I would, at 
this point in time, move that we ask that this matter be 
reviewed by the inspector general . 

This is not going to interfere with any federal 
prosecution that is taking place, but it is a question of 
ascertaining whether or not we are getting the facts. It is 
a question of whether or not legal counsel has analyzed all 
the documents . 


I do not know, I read in one news account t.hat 
says that no documents were received as part of the FDIC's 
internal review. I do not know whether that is true or not, 
but that is certainly something I intend to pursue. 

The Chairman. Let me just respond to your 
question, because the time is up, and I want to stay within 
these time periods, or we will not be able to move any at 
all here in an efficient way. 

Let me take your request under review. I am not 
' sure but what a request from a single Senator is sufficient 
in asking for an inspector general review. I do not know 
without looking at our past practices and precedents. 

Senator D' Amato. And Mr. Chairman, let re thank 
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I Chink ic is appropriate chat it be submitted to the 
I inspector general? 

Yes or no? 

1 

Mr. Kove. Senator, we have been reviewing this 

to review our procedures, to review our procedures with 

;i 

i conflicts, with conflicts not only with the Rose law firm 

‘I 

but every law firm that we deal with. And our procedure is 

I 

! to deal not only with the actual conflicts but also to deal 
with the appearance of conflicts. 

And in this case, had we done that, had we dealt 
with the appearance of conflicts, it is likely t the 
appearance would have been different. The conclusion may 
have been different. 


14 But Senator, this has been several years ago. At 

15 chat time, we had many cases coming into us as a result of 

16 the savings and loan failures, and the conflict, under the 

17 rules that we were dealing with at chat time, did not 

18 present any conflict of interest from the Rose law firm 

19 suing the Frost accounting firm. 

20 Senator D' Amato. What we are doing today, today 

21 you are saying there may be a conflict back then because 

22 they did not have clear rules spelled out. 

23 Now let me Cell you, whether it smells today and 

24 it smelled then, I do not want to get into this legalese 

25 that it may be. I want to know if you are going to ask the 
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' Mr. Hove. I would do chat if the Committee 
requested that. 

Senator D' Amato. Well, I am requesting it, and I 
would suggest that you would not need the Committee to ask 
you to do this. I suggest to you that it is your job to do 
it. I would suggest to you that when you have such obvious 
areas of conflict * in this report, and you are saying that 
there was no close relationship, when you are suggesting 
that Mr. Hubbell was not in a position to give any 
information to his father-in-law, that it is incredulous. 

And if you do not have an inspector general look 
into something like this, then what do you have him for? 

And what do you have? You have staff people who 
make this kind of determination? 

Now, I have to tell you, you will be doing 
yourself and the FDIC I think a great, great daunage if you 
just think that you are going to let it rest on this eight 
pages of sophomoric legalistic mumbo- jumbo that does not 
hold water. 

And I just looked at this report. I have had 
some occasions to see it in the newspaper. This is the 
-first time I had an opportunity to review it personally this 
morning, and it is shockingly inept. 

Now question, do you intend, not by way of this 
Committee instructing you, to put this matter and do not you 
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an issue that was in a state agency and not with the Federal 
government. It was not with the FDIC, and our case was not 
against Madison. Our case was against the Frost law firm, 
the Frost accounting firm. 

Senator D' Amato. In addition, we find no 
evidence that the firm had a close relationship with the 
S&L, which might call into question its independence. 

I mean, are you serious? I mean that is a 
conclusion that was made. Now let me tell you, it was made 
by your legal dejJartment. 

Let's go on to something else. 

As part of last year's RTC Act, you have an 
inspector general that was created in the FDIC. Was the 
FDIC inspector general involved in this review? 

Mr. Hove. No, sir. The review was started at 
your request, if you will recall. I had indicated to you, 
in my confirmation hearing, that we were undergoing a review 
by our legal division as to what was the policy, the 
conflict policy that may be in effect between the Rose law 
firm amd the FDIC in the lawsuit that Rose was doing for the 
FDIC against the Frost accounting firm. 

Senator D' Amato. Let me ask you this. Do you 
plan to ask the Inspector General's office to analyze the 
procedures used by the FDIC legal staff in conducting this 
internal review and in essence to review this matter? 
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1 ' Take a look ac that lasc paragraph and lec me 

2 I know whether or not your people, in conducting this review, 

3 * have seen this, goes back to 1989, and the person who sends 

4 ^ it says it would be naive to think that Mr. Hubbell would 

5 i not pass this information onto his family. 

6 ,, Mr. Hove. But let me respond by saying that even 

7 if he had, the issue between Mr. Ward, who is Mr. Hubbell' s 

8 ! father-in-law, and the Madison Guarantee had been already 

9 decided and Mr. Ward had a judgment at that time against 

10 Madison. That case was on appeal. And therefore any 

11 information that Mr. Hubbell could obtain, even if he would 

12 j obtain it and give it to his father-in-law, would not be 

13 admissible, would not be in the appeal process, even if he 

14 I had the information to give him. 

15 Senator D' Amato. Mr. Hove, let me ask you, did 

16 ’ you read page six, the bottom of your report, because we do 

17 not have much time, and I am going, it says we find no 

18 evidence that the firm had a close relationship with the 

19 ' S&L? 

20 I Do you really believe that to be the case? Do 

21 * you really believe that a monthly retainer that Hillary 

22 ' Rodham Clinton had did not establish a close relationship? 

23 Are you really suggesting that there was none? Is t.hat 

24 credible in light of what you know? 

25 Mr. Hove. Her relationship with Madison was on 

i 
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Page six, at the bottom, in addition, we have 
I found no evidence that the firm had a close relationship 
with the S&L which might call into question its 
independence . 

I mean, I have to tell you, given the information 

I 

that your people were reporting back to Mr. O'Donnell FDIC 

! 

S&L project area coordinator, August 10, 1989, given this 

.! 

j incredible, I would say the FDIC makes an assertion that the 
Rose Law Firm did not maintain a close relationship with 
Madison Guarantee. That is incredulous in light of the fact 
that they had a monthly retainer with them for 15 months for 
several years earlier. 

I mean how do you come to this conclusion? 

Let me ask you one other thing. 

Is it true that no documents were reviewed as 
part of the FDIC's internal review, which was conducted by 
your law department? Is chat true? Do you know? 

^ Mr. Hove. Let me respond to your questions in 

Che order that you gave them. 

, You first talked about Mr. Hubbell and his 

relationship with the suit with the Frost accounting firm. 
Senator D' Amato. Have you seen this memo? 

Mr. Hove. I have not seen that memo. 

Senator D' Amato. Will the staff give a copy cf 
this memo to Mr. Hove, please. 
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Senator D' Amato. Thank you, Mr. Chairman. 

I 

Mr. Hove, on August 10, 1989, there was a letter 

I 

written to Mr. John O'Dozanell by Ken K. Schenck, a credit 

i specialist. I do not know whether you have seen this letter 

I 

: in your reviews of this whole matter. 

I Just let me read you the last paragraph. 

In the process of our suit against Frost & 

! Company, we will most certainly examine practices and 
procedures Madison Guarantee used in their day to day 
operations. We are making this information availcUDle in 
detail to Mr. Hubbell. 

Now listen to this sentence. 

To believe that none of this information will 
make it back to his family is naive. I do not know whether 
or not any information upcoming will be damaging. However, 

I would like someone with a lighter scope of authority to 
review the situation and possibly eliminate this conflict. 

Here is a credit specialist who is telling you 
what the real world is about. He was there. 

Now, let me go on. 

In the report released by the FDIC, the eight 
' pages of what I think is the most incredible whitewash of 
Whitewater gate that I have seen. This is incredible. 
Incredible. And I have spoken to you just briefly before 
ana told you what I eun going to ask you. 
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1 world we live in, che analysis chat we have done has 

I 

2 suggested that at least in the numbers that we are talking 

3 about today, the thrift industry is much better positioned 

4 I to handle race increases going forward. 

5 The Chairman. I think that is an iittoortant 

■I 

6 I response because I think it shows, as well, that in re> 

1 I engineering through FIRREA and then FDICA, the arrangements 

8 ! that the general strategy is working now. If we get 

9 overtaken by events chat were to drive interest rates above 

10 200 basis points, then we are into a different zone. 

11 But let us hope we are not going to deal with 

12 that . 

13 Chairman Greenspan, let me ask you one ocher 

14 ;! question. 

15 This issue has obviously gotten a lot of 

16 attention here this morning. 

17 Are you satisfied with the way that the Madison 

18 , Guarantee issue has been hemdled by the RTC? 

19 j Chairman Greenspan. The Oversight Board has, as 

20 I far as I am concerned, had no relationship with the Madison 

21 ; issue, because that is a special case which is handled by 

22 Che RTC directly. And I must say I have not followed it in 

23 any manner which would enable me to address the question in 

24 ' a useful manner for you. 

I 

25 The Chairman. Senator D' Amato? 

i 
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1 1 ' MR. flECHTER. I would echo whac Chairman 

i 

2 Greenspan said. 

3 ' Well, first, clearly a major risk in the thrift 

4 I industry, given the nature of the business, is interest 

5 ^ rates, but a real difference between the thrift today versus 

6 I the thrift of the late seventies that ran into so much 

7 difficulty when there was. the rate spike in the early 

8 eighties is that restructuring, both of assets and 

5 liabilities. There are a lot of thrifts now chat will not 

10 hold fixed rate -mortgages any longer because they went 

11 ' through the early eighties. 

12 Also as a consequent of removal of Rate Q 

13 institutions are much better able to manage their 

14 I liabilities. 

‘i 

15 As you know, Mr. Chairman, as a consequence of 

16 FDICA, OTS has spent a lot of time on interest rate risk. 

17 We have a fairly extensive model. 

18 ; In anticipation of this, I asked the staff, based 

I 

19 on the information that thrifts now provide, what would be 

20 I the effect of a 200 basis point increase in interest rates 

r 

21 if it were to happen. as an across the board increase. And I 

22 'do not chink we are talking about that type of change. 

23 Only ten institutions would fail their current 

24 capital requirements. None of them would go below two 

25 percent capital, however. And while it is a very uncertain 
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indeed we saw in an extraordinary sense in the period 1979- 

i 

i 1980. 

ij 

One of the things that is very important that we 

j 

j not allow to happen again is that extraordinary type of 
j inflationary imbalance which was do destructive to those 
: types of institutions. To be sure, savings and loans, as a 

I consequence of that, have restructured their balance sheets 
I to a significant extent, and then maturity mismatch is not 

I 

the size that it was previously. 

Nonetheless, should interest rates rise 
significantly, then I think it does put those institutions 
. in a very difficult position. It is been the concern of the 
Federal Reserve that we endeavor to fend off any such types 
of inflationary instaibilities, and the actions that we took 
on February 4th, and the general discussion which I outlined 
CO Che House Banking Commictee subcommittee in trying to 
comprehend the type of problems that may be out there were 
j put forward precisely to prevent the types of difficulties 
which so debilitated the savings and loans. 

I To dace, the affects on these institutions of 

I 

course have been minimal and we do not expect to see any 
'particular problems emerge on chat. 

But I would like to ask my colleague, Jon 
Fiechter, what he sees. He is looking at these institutions 
in a much more detailed way than I. 
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I 

-1 


I 

I 


I 


The Chairman. Thank you very much. 

We are going to now proceed with the questions, 
and we will go with normal five-minute time periods. 

Chairman Greenspan, let me start with you. The 
Federal Reserve of course has raised interest rates earlier 
this month, and you have just indicated publicly again that 
further increases are likely. 

And we know in the past that rising interest 
rates have the effect of causing significant problems for 
thrifts. 

Now obviously the amount is highly relevant. 

But my question to you would be what effect are 
these higher interest rates likely to have on the .RTC, and 
for that matter, on the future health of the thrift 
industry, which is still trying to work its way back? 

Chairman Greenspan. Mr. Chairman, I think you 
raise a very important question because one of the lessons 
of this whole experience has been that we have, we put into 
place in the early post-war years, an institution which was 
a specialized institution, one which could not function in a 
period of significant inflationary imbalances, an 
institution which had long-term assets and short-term 
liabilities . 

And as the Secretary indicated, when interest 
rates generally go up, that institution is pressed, as 
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all types of employee allegations. That ombudsman reports 
directly to the CEO on a weekly basis. 

And I think that prograun's working pretty well 
because as of February 15th, we have received 116 inquiries, 
56 of which have been closed aind 20 of which are still 
pending . 

We also had conversations, in person and by 
telephone, with six of the individuals who testified here 
before this Committee. And during these interviews, we 
solicited comments, feedback, and suggestions from them on 
how best to remedy the problems which they raised. 

And a number of those interviews were insightful 
and have been teUcen into account in our efforts to remedy 
some of the management problems at the RTC. 

And I just want to underscore how seriously we 
have tcdcen these allegations, and that hundreds of hours 
have been spent working to understand and resolve them. 

In closing, the Completion Act requires the RTC 
to terminate on December 31st, 1995. We will make that. 
There is no question we will make that, and I think it will 
be a happy day for all concerned, especially the American 
taxpayer. 

Thank you. 

(Written statement of Mr. Altman follows:) 
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1 I and the new bidders, overall bidders were, for the most 

2 I part, smaller companies with a much higher preference for 

3 I smaller loan pools and were most interested in buying 

4 I geographically focused loan packages located in their own 

5 I areas . 

6 ji Affordable housing. Secretary Bentsen noted 

7 : this. From, since inception, we have sold over 77,000 units 

3 I for a total of $1.2 billion. The average annual income of 

'I 

9 \ households purchasina in that program has been about 

i| 

10 j $24,000, which, by the way, is 61 percent of the national 

11 • median family income. 

12 Finally, Mr. Chairman, the issue of 

I 

13 . whistleblowing. 

14 As was noted earlier, last September, this 

15 Committee held oversight hearings where a variety of 

15 .1 allegations were made, including retaliation against 

17 whistleblowers. 

18 ij Let me emphasize, in the strongest terms, we 

19 1 support protections for whistleblowers and have taken 

20 I several actions to address those allegations. I issued a 

I 

21 j memorandum on October 4th to all RTC eirployees strongly 

22 reiterating our policy of prohibiting retaliation against 

23 whistleblowers. 

24 j We established an employee ombudsman program to 

25 augment the efforts of the inspector general in gathering 

I 
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I we initially set last year. Book value reductions, $63 
i billion; cash proceeds, 76 percent of that. That is a 

recovery rate below previous' years because now we are down 

i to poorer quality assets, hard- to- sell assets. 

I For this year, 1994, we expected to reduce the 

I book value of our inventory by $43 billion, cash proceeds, 
$29 billion, projected recovery rate, 66 percent. 

I Now on this asset sales side, one of the things 

we did was to put in place a small investor program. 

Because if I heard anything in this past year in this 
capacity, it was that local investors did not have a shot at 
local properties which they knew best. So we took steps to 
ensure that assets would be available for sale individually 
I to small investors with moderate levels of capital. 

Under this program, individual offerings of real 
estate properties have been emphasized. Underscore 
individual . 

Auctions and sealed bid sales have become more 
I frequent and geographically focused. 

j Smaller loan pools are being offered to allow 

buyers to purchase smaller, more geographically segmented 
'groups of loans. 

And I am pleased to say that at the most recent 
non -performing loan auction in August last year, a third of 
the winners were new buyers who had not participated before, 
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percenc" of ail legal fees from us, a big increase of the 
1992 level. 

And within the category of minority and women- 
owned law firms, minority- owned law firms received 36 
million, far above the 23 million of a year before. 

I think the entire RTC is quite proud of the 
sharply increased levels of minority and women's 
participation in all of the fee generating activities of the 
agency. And details on that are also appended to my 


statement . 


Turning briefly to operations and financial 


I issues. Secretary Bentsen cited a series of statistics 
relative to the amounts of institutions which have been 
I resolved since inception, to me the most important statistic 
is $9,000. $9,000 that is the average balance in 

I institutions which have been resolved. And for those who 
think this has been a bailout of the rich and famous, I 
I think that is a pretty telling number. 

I We have 63 institutions under conservatorship 

I 

I today, 18 billion of deposit. Now that the Completion Act 
is law, we are in the process of marketing these remaining 
' conseirvacorships . We think these 63 will be resolved, Mr. 
Chairman, by the summer of this year. And that it should 

cost $9 to $11 billion to do that. 

i 

On the asset sales side, we exceeded the targets 
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1 

1 established a Joint Coordinating Committee with the FDIC for 

2 purposes of planning the transition of portions cf the RTC 

3 bach into the FDIC by the end of 1995. 

I 

4 I would like to make a special set of comments 

5 about expanded opportunities for minorities and women. 

6 That has been one of our highest priorities, as 

i 

7 Secretary Bentsen said. 

8 First of all, we elevated the minority and 

5 women's program to the divisional level, put the head of it 

10 on the Executive Committee reporting directly to the CEO. 

11 We cook action to expand the number of minority 

12 and women- owned businesses receiving RTC contract 

13 solicitations. And there are now more than 1100 cf them in 

14 our database. 

15 Let me say a couple of words about the record. 

16 On a cumulative basis since inception of the $3.7 

17 billion awarded in non- legal fees, $800 million have been 

18 ^ awarded to minority and women-owned businesses, 21 percent. 

19 Take a look at last year. We paid non- legal fees 

20 of $500 million, and minority and women-owned businesses 

21 received 31 percent of those. 

22 ' We also continued efforts to encourage the use of 

23 minority and women-owned law firms on the legal side, as far 

24 as legal fees are concerned. 

25 Last year, such firms received 54 million or 13 
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1 been a 'carnicuiariy croubled area of RTC cperaclons. There 

I 

2 , have been complaincs from both sides of the spectrum, as the 

3 ^ comments already here today illustrate. 

4 Complaints that the RTC was unfairly pursuing 

5 former S&L directors who had no real roles in those 

6 organizations, and on the other side, complaints that the 

7 * RTC was not sufficiently zealous in pursuing the real 

8 crooks . 

9 As GAO recognized in its mid- 1993 report, the 

10 primary problems have involved inadequate staffing and an 

11 overall lack of experienced attorneys. And the temporary 

12 j nature of the RTC has made it particularly difficult from a 

13 recruiting point of view. 

14 But we have worked hard to increase the size and 

15 the training of the staff in this area. We currently have 

16 the highest total of attorneys on board in the agency's 

17 history. Moreover, senior RTC and FDIC officials are 

18 planning to merge the RTC unit here, the PLS unit with its' 

i 

19 counterpart in the FDIC, recognizing that the FDIC is a 

20 i source of experienced attorneys in this area. 

21 I also want to say that effective prosecution of 

22 - PLS claims continues to be one of the RTC's highest 

23 priorities. 

24 Secretary Bentsen referred to our having formed 

25 an Audit Committee and appointed its members. We have also 
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1 I two separate units; one for contract solicitation and award, 

2 I and another for contract administration to avoid conflict. 

1 

3 And the scope of contracting oversight has been 

•I 

4 I substantially expanded. Among other things, the staff there 

! 

5 has been more than doubled, and reviews of nearly 500 

6 I outstanding contracts were undertaken last year. 

7 Next, audits. A new reporting system has been 

8 ' implemented to ensure that management responds to the 

9 concerns raised by auditors, and that system now tracks and 

10 updates the status of all inspector general, GAO, and 

11 internal RTC findings and recommendations. And I am pleased 

12 to say that the RTC today is current in following up on 

13 almost all GAO and GIG findings. 

14 Business plan. We completed a comprehensive 

15 business plah. We provided copies of that to this 

16 Committee. It is a highly detailed, and I think, 

17 objectively speaking, a good piece of work. It is intended 

18 to be a living document, and we are going to update it 

19 regularly as conditions warrant. 

20 Chief financial officer. Donna Cunningham, our 

i 

21 chief financial officer, has been on board for about eight 

22 - months. She's taken that helm very ably, as reflected in a 

23 series of improvements in the internal controls in the 

24 organization. 

25 The professional liadaility section. This has 
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1 , blocks denying local investors a shot at local properties 

2 which they knew best. 

3 And despite being larger than almost any American 

4 financial institution in the private sector, any bank or any 

5 I securities firm, it had no full time chief financial 

6 j officer, no permanent general counsel, and it had no 

7 |l business plan. 

81 So we determined to concentrate on repairing the 

9 I organization. And when Secretary Bentsen first testified 

10 before this Committee, almost exactly a year ago, he 

11 ■ outlined a series of management reforms to which we 

12 I committed ourselves. 

13 And I would like to very quickly just review some 

14 I of those. 

15 A full-fledged review of all 21 of them is 

16 appended to my statement. 

17 Contracting. We found that the agency's contract 

18 I award procedures had often been violated in the past, and 

19 j our first action there was to mandate compliance. Some of 

ij 

20 I the compliance problems reflected weak organizing 

21 I principles. Contracts were often let by the Scime employees 

22 ; 'responsible for overseeing them. 

23 Obviously, in the event of a compliance proble.m, 

24 the employee then had little incentive to draw attention to 

25 . i-. So the Office of Contracts has been reorganized into 

I 
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earthquake. Foreclosures in those effective areas have been 
delayed. Homeowners are being helped to avoid delinquencies 
on mortgages held by the RTC. 

And we notified FEMA of 54 multi -family units and 
47 single family residences that can be made available for 
temporary housing. 

Now onto the status report. 

Mr. Chairman, the S&L collapse required the 
biggest financial rescue probably in world history. 

Including money spent by the FSLIC, beginning in 1988, it is 
expected to cost the American taxpayers the staggering some 
of about $150 billion. 

To put that into perspective, at today's budget 
levels, that is equivalent to adjout 45 years of Headstart, 
about nine years of aid to families with dependent children. 
At a time when we all struggle to finauace federal support of 
vital activities, from national security to education, these 
are sobering comparisons. 

I am sure all of us would agree, on a bipartisan 
basis, to maUce every effort to ensure that such a fiasco is 
never repeated. 

When we inherited responsibility for this agency, 
it was not in sound condition. It was one of the largest 
contracting organizations of all time. But it had poor 
contracting procedures. It was selling assets in massive 
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'I 

ll 

1 

; STATEMENT OF HONORABLE ROGER ALTMAN, MEMBER, RTC THRIFT 
depositor PROTECTION OVERSIGHT BOARD, DEPUTY SECRETARY 


CF THE TREASURY AND INTERIM CEO RESOLUTION TRUST 


CORPORATION 


Mr. Altman. Thank you, Mr. Chairman. 

I too have a longer statement which, with your 
permission, could be entered into the record. 

The Chairman. Without objection. 

Mr. Altman. And I will summarize it here. 

This is probably the final time I will appear 
before the Congress in RTC capacity. Under the terms of the 
Vacancy Act, my appointment would expire on March 30th. 

There are limited circumstances under which that could be 
extended, but I do not believe they will apply. 

As Secretary Bentsen said, it is our intention to 
nominate a permanent chief executive as soon as possiMe. 
Last year, we chose, I think a fine candidate, -^pPPi^Tate . 
He withdrew, which was not at our urging. And I believe he 
would have done a good job. 

I also want to join with Secretary Bentsen in 
thanking the entire Committee for its bipartisan efforts to 
secure funding through the Completion Act passed late last 
year. 



I would also like to note that the RTC has taken 
efforts to be responsive relative to the California 
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The Chainnan. Mr. Altnian, we would like co hear 
from you now. 
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committed to fulfilling the government's obligations to 
j protect depositors at the least cost to the taxpayers. In 
I 1994 we will keep working at that one. 

i And looking to 1995, well, I believe the RTC will 

be more than happy to be out of business. I sure will be 

I happy. 

Thank you. 

i| Now let me turn it over to Mr. Altman. 

' (Written statement of Secretary Bentsen follows:) 


22 
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and Che General Accounting Office, strengthening the 

I contracting system and oversight of private sector 

1 contractors. Appointing a chief financial officer. 

i 

I The RTC Completion Act mandated and expanded on 

! those reforms and RTC is moving to meet the standards that 

I 

' Congress determined and set. 

I am pleased with the results. 

! In a minute, I would like Roger Altman to discuss 

them with you, one by one. 

I hope you especially note what we have done on 
opportunities for minority and women- o%med businesses and in 
strengthening our internal accounting and administrative 
control systems. 

1 I personally believe that these programs are an 

important part of RTC duties and that this is an area it 
must continue to focus on to ensure legislative mandates are 
carried cut. 

Mr. Chairman, let me end on this. I believe chat 

■I 

. the RTC has made significant progress in the past year in 
achieving its mandates and in addressing the concerns that 

! 

I you folks in the Congress raised, concerns by the GAO and by 

' the Oversight Board. 

Yqu bet there have been a lot of problems but the 
organization has been relatively free from partisan 
conflict. Repiiblicans and democrats alike have beer. 
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I the policies governing asset sales. 

Late last year, Ira Hall, of IBM USA was named 
Chairperson of the National Advisory Board, bringing 

” consideraible financial expertise anxd private sector 

il 

|| expertise to that process. 

j| These Boards meet regularly at sites nationwide. 

I They discuss progress and they hear testimony from 
I witnesses, and how these regulations and procedures affect 
j different parts of the country. 

^ The RTC listens to their advice, and they have 

been instrumental in advancing affordable housing 

i 

I opportunities. 

Our advisory board structure will change this 
year. The Con^letion Act created a new Affordable Housing 
Authority Board to replace the National Housing Advisory 
! Board. 

That new Board will be made up of nine members, 

. including the Secretary of HUD. They will be providing 
] advice on affordable housing programs and how to merge RTC 
j programs with the FDIC programs after the shutdown, and we 
are looking forward to working with them. 

Now, last year at this hearing, I said I 
ainnounced those ten goals insofar as improving or reforming 
RTC management. Things like putting in place a system to 

I 

ensure prompt follow-up on findings of the Inspector General 
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1 of OTS, Robert Larson, Vice Chairman of the Taubxnan Company 

j 

2 and a former member of the Oversight Board. Mr. Larson has 

3 also been renominated to serve on the Oversight Board and I 

.1 

4 hope you will be able to approve his nomination soon. 

5 The RTC will close down on December 21st, 1995, 

I 

6 one year earlier than originally thought, and planning for 

J 

7 that is well underway. 

i 

8 I expect the new management to %ror)c with the 

9 people at the FDIC in a cooperative way to carry out the 

10 transition of the RTC to the FDIC. This past year, the 

11 Oversight Board has also strengthened our staff reviews. 

12 I was being reminded of my testimony cf last 

13 year, the recommendations and the improvements that we 

14 sought to bring about. We have done a number of them; we 

15 have not completed them all. We are obviously still working 

16 at it and we are scrutinizing some. 

17 For instance, our staff has been monitoring the 

18 RTC*s efforts to improve its contracting systems and its 

19 oversight. The review is being conducted to make sure 

20 ^ policies are applied uniformly to all contractors, that 

21 contract oversight procedures provide effective review of 

22 performance, another example. 

23 Staff has focused on the RTC*s financial 

24 operating plan, its operating budget and all it is barring 

25 activity and our advisory boards are taking hard Itoks at 
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assecs^are managed and sold efficiently. The RTC is working 
on improving its marketing and sales strategies. It is 
seeking creative yet sound techniques to maximize returns. 

To fulfill its remaining mission, the RTC will 
benefit from good managers. 

Jack Ryan of OTS was appointed Deputy CEO. 

Helen Cook has been appointed General 

Counsel . 

And Tom Horton has been promoted to Acting Senior 
Vice President for Asset Management and Sales. 

And I can tell you today that the Administration 
expects to submit its nomination for a permanent chief 
executive shortly. 

I thank koger Altman for the service that he has 
done as the interim CEO. His tern expires the end of March, 
and we hope by then to have a candidate. 

In line with the RTC Completion Act, Jack Ryan 
will serve as the interim CEO bet%reen the time Mr. Altman's 
term expires and the permanent CEO is confirmed. 

The Oversight Board will also make some 
appointments to the Audit Committee which will be in 
.operation soon. 


I have asked Frank 




Vice Chairman of Fannie 


Mae, to chair that one. 




And to serve as members, we asked Jonathan 
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1 I maximufe minority participation, including implementation 

2 I provisions of the R7C Completion Act. 

•I 

3 I have urged the RTC to work aggressively on the 

4 issue of minority participation. It is imperative that 

5 1 minority and %#omen- owned businesses have an ample 

*j 

€ !! opportunity to win contracts, to purchase assets, and to 

7 acquire failed thrifts. In fact, the RTC is taking special 

8 \ care to meet the requirements of the Completion Act to 

9 provide preferences to minority institutions by applying the 

10 lease cost test.. 

11 Let me be more specific about some of those 

12 things I mentioned. 

13 The RTC has begun resolving 63 insolvent 

14 institutions now operating in conservatorship, which have 

15 about 2.3 million deposit accounts. Some additional 

16 institutions may be transferred this year, if so, the RTC 

17 will make good on the government's guarantee to those 

18 insured depositors and any others who might yet fall under 

.i 

19 its jurisdiction. 

20 Insofar as the remaining inventory of nearly $64 

j 

21 billion in assets, these, as you said earlier, Mr. Chairman, 

22 ' are the most hard to sell properties that are left. Real 

23 property and non -performing mortgages. 

24 While the improved economy helps sales, the 

25 potential loss to the taxpayers could be reduced if these 
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hundred^ of billions and send ic co a little S&L, you saw 
that thing happen in Vernon, Texas, did exactly that. 

And then you see the ^thers who are honestly 
trying to compete and what a it puts on them. 

Fortunately, we are seeing things go the other 
way with this substantial reduction in interest rates. 

And I want to say to you. Senator Bennett, I have 
seen some of what you're talking about too. But sometimes 
they were oversights, and that balances in part the concerns 
aibout what Senator Boxer has of those that have been ill- 
used and guilty of malfeasance. 

But lower interest rates and increased credit 
activity have brought about increased earnings for all types 
of financial institutions. 

Many S&Ls that may have been at risk are now 
making profits. You and I know we can't predict what is 
going to happen between now and '95 when the RTC goes out of 
business. Nobody foresaw the floods and the earthquakes and 
they had their economic consequences. 

We are not done yet. Through '95, RTC must 
continue to protect depositors, must dispose of some very- 
' hard- to- sell assets, and it must ensure its operations are 
run effectively. It must work toward an orderly transition 
of its responsibilities to the FDIC and it must never lose 
sight of its mandates to provide affordaible housing a.nd 
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16 
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20 
21 
22 

23 

24 

25 


insciruiions . 

Cur proposal will not only eliminate unnecessary 
regulatory expenses, which could result in the availability 
of greater credit, but as importantly, it can help avoid new 
crises by putting a stop to inconsistent and confused 
regulation. 

We will talk more about that next week. 

But the point I %iant to make on deficit reduction 
is that the market responded. The economy responded. 

Housing starts and home sales are up, and that is sure good 
news when you're the RTC a^^ you're trying to close a 
property. 

I can't a dramatic 

difference interest rates make. I used to chair a savings 
and loan. I am sure glad I sold it when I came to the 
Senate . 

(Laughter. ) 

Secretary Bentsen. I will cell you. Not smart, 
just lucky. But I will tell you, when you have got your 
mortgages at one rate, and all of a sudden long-term 
interest rates go substantially above that, you have got 
yourself a real problem in an S&L. 

And when you have got the government saying we 
will guarantee the first hundred thousand, and you have got 
a small, new S&L, and then they all three bundled up. 


I 

! 
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for the cleanup to $105 billion, a figure on the low end of 
the estimate when ^is Administration took office. 

I know the results could have been different, 
easily. Depositors could have lost all their savings. The 
loss to the government could have been far greater. 
Resolution of the problem could have taken much longer. But 
to the credit of a great many people, and they are seated in 
this Committee, in addiction, the problem is near resolution. 

I would like to give some credit to the 
management of the RTC. And I think we sure better credit 
the economy. Deficit reduction has helped interest rates to 
fall. 

We have taken steps to increase the availability 
of credit. Tackling unnecessary regulations and report 
recjuirements that discourage lenders from making loans to 
small business. And we will continue to propose changes 
that will result in greater credit availcUoility and 
efficiencies in the banking industry. 

This is why we want to settle a number of issues, 
including passage of- the Community Development Financial 
Institutions legislation, which includes a balanced 
reduction and regi:^^ry reform. 

^ this Committee next week wio.’*. 

specifics on the Administration's proposal to reform and 
simplify the regulatory structure for depository 
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I problem is being solved. 

Crime is at: the top of our agenda these days. We 

I 

talk about violent crimes. Well, this scandal had 
I criminals, had whits collar criminals. More than 1500 

I 

persons were charged with major crimes involving S&Ls. 

I Nearly 1250 were convicted, and of those 

I 

sentenced, more than 75 percent went to prison. RTC has 
! pursued civil recoveries from imrongdoers with all involved 
agencies collecting nearly $2 billion. 

Mr. Chairman, when this Administration took 
office, the total cost of resolving the S&L problem was 
estimated between $100 and $150 billion. When I testified, 
just last month, we thought as much as $45 billion in 
additional funding would be needed. That was on top of the 
nearly $87 billion already appropriated. 

A lot of people agreed with us. The 
Congressional Budget Office estimated $50 billion. The 

General Acco\mting Office had us around that level. And so 

i 

I did the House and the Senate Budget Comiiittees. 

As RTC funding legislation moved through the 
Congress last year, constantly improving economic conditions 
' resulted in record earnings for the S&L and the banking 
industries. By mid -November, after lengthy deliberations in 
both houses, the funding bill provided $18.3 billion. And 
chat provided the total amount that was provided by Congress 
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the RTC’ Completion Act ought to be sufficient. In fact, 
they tell me this is the first time that the Oversight Board 
\ has been before you that it wasn't asking for additional 

■j 

I money and funding. And I am just very pleased to be able to 
I inherit that honor. 

I am also happy to report that few S&Ls are 
failing, and 99 percent of private sector thrifts are well 
!| or adequately capitalized. 

I Let me review some of the numbers for you. 

^ Since- the RTC was created in 1989, it is taken 

I over 743 failed institutions and it is closed or sold 680 of 
I them. In the process, it protected nearly 23 million 
^ deposit accounts with an average balance of $9,000. RTC 
;| made good on the government's guaramtee of deposit insurance 
to millions of Americans nationwide, and I might add it did 
; it with minimum disruptions. A lot of the customers did not 
! even know that the RTC had taiken over their S&L. 

. The RTC also undertook the greatest liquidation 

in history, so far disposing of $393 billion in assets for 
I about 90 percent of their book value. 

Frankly, I couldn't believe that one. I made 

: 

; 'them go back and check it again for me. 

The RTC's sold, since its inception, nearly 
I 80,000 units as affordable housing, so at least tens of 
thousands of lower income faunilies have benefitted as this 

I 
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Conmitree, I have the Oversight Board Members with me here. 

Alan Greenspan, Chairznan of the Board of Federal 

Reserve . 

Roger Altman, who is the Interim CEO of the RTC. 

I have got Jonathan Fiechter, who is the Acting 
Director of the Office of Thrift Supervision. 

Andrew Hove is the Acting Chairman of the Federal 
Deposit Insurance Corporation, also acccmpanying us. 

Dietra Ford, who is the Executive Director of the 
Oversight Board... 

And I have a longer version for the record, but I 
would like to summarize it, particularly with the lateness 
of the hour, if I might. 

The Chairman. We will make your full report a 
part of the record, and we would like your summary. 

Secretary Bentsen. Before I begin, in listening 
to the partisan exchange, let me thank the members of this 
Committee for their bipartisan support last year, in the 
last session, to obtain the funding to finish the RTC job. 

I am quite appreciative of that. 

Let me tell you sosiething you do not hear very 
often. We are not here to ask for more money. 

(Laughter. ) 

(Applause. ) 

Secretary Bentsen. The funding provided through 
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j STATEMElJTS OF HONORABLE LLOYD BENTSEN, CHAIRMAN, RTC 
THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD, SECRETARY, 
; DEPARTMENT OF THE TREASURY; 

' HONORABLE ALAN GREENSPAN, MEMBER, RTC THRIFT DEPOSITOR 
j PROTECTION OVERSIGHT BOARD, CHAIRMAN OF THE BOARD 
ii OF GOVERNORS, FEDERAL RESERVE BOARD; 

,1 HONORABLE ROGER ALTMAN, MEMBER, RTC THRIFT DEPOSITOR 
I PROTECTION OVERSIGHT BOARD, DEPUTY SECRETARY OF THE 
j TREASURY AND INTERIM CEO, RESOLUTION TRUST CORPORATION; 
] JONATHAN FIECHTER, MEMBER, RTC THRIFT DEPOSITOR 
PROTECTION OVERSIGHT BOARD, ACTING DIRECTOR, OFFICE 

;l 

I OF THRIFT SUPERVISION; 

HONORABLE ANDREW C. HOVE, MEMBER 

RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD, 

ACTING CHAIRMAN, FEDERAL DEPOSIT INSURANCE CORPORATION; 

i 

. DIETRA FORD, EXECUTIVE DIRECTOR 

RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD 

! 

Secretary Bencsen. Mr. Chairman, members of the 
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1 • the Congress from demanding that information be provided 

2 when we all know, and we can all try to find things that are 

3 different about this case, but there is no knowledgeable 

i 

4 ' person in America that believes for a moment that if Ronald 

5 ^ Reagan were President, if an aide to Ronald Reagan had died, 

6 if the personal papers of that aide had been gone through by 

7 President Ronald Reagan's political operatives, if all of 

8 \ these questions were out there about Ronald Reagan, surely 

9 no one can believe that the Congress of the United States 

10 would not be setting up special committees, that it would 

11 not be the primary focus of what we are doing. 

12 Because the President's party is in power, 

13 clearly that is not happening. And I am not eager to see it 

14 happen. What I would like to see happen, Mr. Chairman, is 

15 for the President to present the American people the facts, 

16 amswer the questions, clear the air, get this business over 

17 with so we can go on about cur business, which is the 

18 people's business. 

i 

19 The Chairman. Secretary Bentsen, you have been 

20 very patient this morning, and we look forward to your 

21 report on the status of the RTC, and where we stand at this 

22 point, and we would like to hear from you now. 

23 

24 

25 
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could free us. 

! If I had wanted to be a prosecutor, I would have 

I 

gone to law school and I would have gone into the criminal 

I justice system. This is not my line of work, it is not 

I 

i something that I feel I have any gift at, and quite frankly, 

I • 

, it is not something that I am interested in. 

But we can' t very well act as if it is not normal 

j mode of operation in the United States Congress. I just was 
jotting down here, given my poor old memory, examples of 
where we have had criminal investigations underway and where 
we have had Congressional hearings. 

Silverado, B&L, Penn Square, BCCI, Bank of New 
England, Empire Savings, and in the case of B&L, we had an 
independent counsel. So I think everybody knows that 
whether we want to be drawn into this thing or not, whether 
it is a good use of our time and energy or not, whether we 
are specifically charged with it or not, until the President 
clears the air by giving the American people the facts, we 
are going to be here. 

I hope that he will do that. There is nothing I 
would rather do than to get on with the Balanced Budget 
Amendment debate which is on the floor, to get on with the 
debate aibout health care. 

But I think clearly this is something that is not 
going to go away. The idea that somehow that we can prevent 
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: 

I point aibouc why we are here and why, as we all know, this 

1 

i hearing is about Madison Savings & Loan. 

i 

I First of all, we have a mandate under law to hold 

1 

I an oversight hearing every six months. We have flexibility 
within that mandate, but the bottom line is this is the 
first hearing we have held in a year. 

I And the primary focus of attention in this 

■ hearing is not the general oversight of the RTC, though 

i 

clearly focus on that is worthy of our time and our energy. 

^ We all know why we are here and we are all here basically 
because there are a lot of unanswered (questions that 
I ultimately will be answered. The American public will 
demand that they are answered. 

>1 But as long as they're not answered, we are going 

' to end up spending our time in the use of our energies in 

j 

I mornings like this. Many of you are going to end up 
spending your time in similar pursuit. 

^ And the first point I would like to make, Mr. 

I Chairmam, is that the President could do us all a favor by 
I giving the American public the relevant facts in these two 
cases, in Whitewater and Madison Savings. Give the public 
the information that clearly the public desperately wants to 
clear the air on this matter. 

i And I believe if the President did that t.hat he 

could free himself of a very heavy burden, and I think he 

i 
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people \o have a full and fair review of the facts 
surrounding the failure of Madison Savings & Loan, 

Whitewater Development Corporation and the Rose Law Firm by 
the FDIC. 

However, Mr. Chairman, I strongly believe this 
investigation is most properly handled by the independent 
counsel appointed by the Justice Department. Should Mr. 
Fiske uncover violations that warrant prosecution or other 
things, these efforts may be jeopardized, I would think by 
concurrent Congressional investigation. 

We know the history of this. I believe the 
Chairman has defined appropriately the role that this 
Committee should play at this time. 

The public interest I believe will be best served 
by the RTC's utmost cooperation with the special counsel as 
he conducts this investigation. 

I again appreciate the Board's appearance before 
this Coranittee, and I look forward to your testimony. 

The Chairman. Thank you very much, Senacor 

Shelby . 

I %#ant to say to my witnesses, we are getting 


22 ' close. 


23 

24 

25 


Senator Gramm? 

Senator Gramm. Well thank you, Mr. Chairman. 
Mr. Chairman, first let me go back to the whole 
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I 

1 ; It is highly likely that Congress appropriated - - 

I 

2 j maybe, I hope so -- too much money for the remainder of the 

3 resolution process. This excess funding could encourage the 

4 ! RTC to be less aggressive in its efforts to obtain the 

5 maximum recovery for the taxpayers. 

6 I hope that this will not be the case, and that 

i 

7 the RTC will pursue vigorously the best value for the 

8 I taixpayers . 

9 ^ Further, I understand that resolutions are 

10 currently being delayed while the RTC completes regulations 

11 concerning the minority and women- owned business program. 

12 This delay is unfortunate. I urge you to see that these 

13 regulations are completed quickly so that the RTC can 

14 proceed with the resolution process aind complete its 

15 business before the middle of next year. 

16 I am sure there are few others who will be more 

17 pleased to see the lights turned off at the RTC than the 

18 I five of you. 

19 And on another subject, I make the following 

1 

20 remarks only because I know it is been discussed already 

21 here today, and I wanted to make my position knoim. 

22 On the issue of the Madison Savings & Loan, t.here 

23 are unanswered questions that bear further scrutiny. We all 

24 know this. I believe that is in the best interest of the 

25 President and Mrs. Clinton and the right of the American 
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noching. I hope the search for the truth will go or4. 

I The Chaixxnan. Senator Shelby? 

Senator Shelby. Thank you, Mr. Chairman. 

I have been in another Committee hearing, but I 

j do have a statement. 

j Mr. Chaixxnan, thank you. I want to thank you as 

others have for scheduling this morning's hearing. This 

j Coaoiitcee has been very busy, but you are to be connended 
for finding an early date to hear from the RTC Oversight 
Board. It is very important. 

I would also like to welcome the witnesses today 
before this Committee. I am glad for the opportunity to 
hear from the Oversight Board on the progress of the 
Resolution Trust Corporation since the last oversight 
hearing . 

At the last hearing at which this panel was 
present, you were a new team idiich had just taken ever the 

^ responsibility of the RTC. In the intervening year, you've 

1 

; had an opportunity to become fasiiliar with the inner 

I workings of the agency and presxjmably to make any necessary 
changes . 

I am very interested in your progress. 

However, I have a couple of concerns. It is my 
understanding that fewer thrifts than anticipated are likely 
to fail before the middle of next year. That is good news. 

i 
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We do ROC know how much money che Rose Law Firm 
earned or she earned for che firm because ic was a 
confidencial secclemenc wlch Dan Lass leer. 

Hillary Clincon's husband was banJcrclled by 
Lassicer who's brocher- in-law had his drug debes paid by 
Lassicer, and boch of chem were flo%m around Arkansas by 
Lassicer, and was hired by the governitienc to represenc che 
caxpayers againsc Lassicer. 

Now if thac isn'c a conflict, I do not know how 
you would design one. 

Now che FDIC decides chac she had no conflict of 
interest and exonerates her. This after che person at che 
Chicago Tribune, I assume they're right, reported had Dan 
Lassiter's power of accomey, was sent to the White House co 
move che Whic'ewacer files of Vince Foster, a Ms. Thompson. 
She was sent in co remove che files from Vince Foster's 
office. She had Dan Lassiter's power of accomey. 

Now if this isn't a cozy arrangement, I would 
like CO hear one. 

Mr. Chairman, you cannot tell the people of 
America who work hard, pay their taxes and play by che 
'rules, thac these insiders who use connections, profit on 
both ends of deal after deal, ultimately at taxpayers' 
expense, do not have a conflict. 

Mr. Hove, che FDIC report means absolutely 
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incervehed with her husband's political appointee in 
Ar)cansas to keep Madison in business. It does not touch or 
talk to that. 

It does not change the fact that Hillary Clinton 
was in a fifty-fifty partnership with James McOougal whose 
savings and loan failure caused the FDIC action against 
Frost & Company. 

It does not change the fact that Webster Hubbell 
was hired by the FDIC to represent what was left of Madison, 
despite the fact, that it was being sued by a member of his 
family; his father-in-law. 

Now if you haven't read it, you ought to. It is 
really funny. The report says there was a conflict because 
Webster Hubbell had built a firewall inside the Rose Law 
Firm between him and his in-laws, an Arkansas firewall. You 
could strike a match behind it and hear the scratch, see the 
glow, and feel the heat of his fire%#all. 

(Laughter.) 

Senator Falrcloth. Of course, we now learn that 
in the case of Hillary Clinton, Vince Foster, and Dan 
Lassiter, the FDIC has exonerated Ms. Clinton from a 
'conflict of Interest without her even being interviewed. I 
do not know how you do that, but it worked out, without 
issuing a report. Totally, she %#as exonerated. No report, 
no interview. 


Ace-Federal Reporters, L\'c. 

>;«eeiiwid* Ontraw 

:02-34r.3n» 




4104M-2550 



5106 


•3540101 

^•re/aen 



1 FDIC have, and will continue^-^co^e staffed with personal 

2 friends of individuals who have been implicated in 

3 Vfhitewater- related conduct. Some of the implicated 

4 individuals are cart of the Administration themselves, as is 

I • 

5 the case with Webster Hubbell. 

i 

6 The FDIC legal division offered a report on the 

7 relationship of the Rose Law Firm and its client, .Madison 

8 Guarantee Savings & Loan, which attempts to exonerate the 

9 Rose Law Firm and Webster Hubbell in particular.* It 

10 attempts to. and the FDIC from any wrongdoing or conflict of 


11 interest. 

12 However, once again, we have career government 

13 employees who are investigating their appointed superiors. 

14 What the report does, aind I assume you've read 

15 it. Mr. Hove, is list eight pages of memory lapses of 

16 Webster Hubbell, FDIC employees, legalese quotations from 

17 the Arkansas Bar Association, and apologies for not having 

18 or not following procedures. It is an eight -page plea of 

19 insanity. 

i 

20 (Laughter.) 

j 

21 Senator Faircloth. What the report does not do 

22 ' is change the fact that Hillary Clinton and Webster Hubbell, 

23 as partners in the Rose Law Firm, profited on both ends of 

24 the Madison deal. They got it going and coming. 

25 It does not change the fact that Killary and Rose 
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1 - The Chairran. Senator Faircioth? 

2 Senator Faircioth. Thanic you, Mr. Chairran. 

• I will atteatpt to cut through this quiclcly. 

•; I feel an apology is almost in order to cur 

5 guests today, particularly those that did not come here for 

6 a Whitewater hearing. 

7 3ut the truth of it is the Administration had 

8 attempted to lock and limit the investigation into 

7 Whitewater aind the opportunities that we have had to ask and 

10 to inquire into it have been extremely limited, we have 

11 been eating ice cream with a knitting needle and it is com.e 

12 out very slowly. 

13 -Laughter.. 


14 Senator Faircioth. And I readily agree t.hat 

15 Administration would have been better served if they had 

1C brought it out early. 

17 We recently had the two reports from .Mr. Hove's 

18 group » the FOZC, on the role the Rose Law Firm and t.ne 

19 Madison Guarantee Savings and Loan case. This is not an 

20 outside group. It wasn't even a report by the Inspector 

I 

21 General. It was a report by employees whose career path is 

22 .going to be determined by the investigation. It is a report 

23 by the legal division that retained the Rose law Firm, in t.-.e 

24 first place. 

25 The Rose Law Firm, Madison Guarantee loan and 
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record,' a "that appeared in. the Denver Post that I 
find quite disturbing. It is signed by a John B. Cavanaugh 
who is listed as the Oversight Manager in the Denver Office 
cf the R7C. I do not, by any means, say chat I agree with 
Mr. Cavau:iaugh and the accusations that he made, but it is a 
very inf lanmatory thing coming from an RTC official and I 
would hope it would go in the record and that there would be 
some kind of response. 

The Chairman. Without objection, we will place 
it in the record. I would like to see it. 

(COMMITTEE INSERT.) 
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aggres^ve RTC chac waa decermined not only co shut down the 

] 

I bad apples, but were deterxnined to close down the industry. 

' And ainybody who had an S&L was imnediately suspect. And 

i 

I more than suspect, ultimately destroyed. 

And it is the flip side of what Senator Boxer 

j 

i talked about, people who had invested in good faith in a 
sound business that was soxmdly mamaged, who saw the 
I depositors taken care of because of the bailout, and the 
shareholders lose their life savings because of very 
aggressive governmental activity. 

Now I do not expect that we cam salvage that for 
those people who went through that circuxnstamce. It 
happened during the infamous twelve years to which my 

; colleague from Massachusetts keeps referring. 

1 

I do not carry any brief for those administrators 
who did that during that period, but I trould hope we could 
address the question of whether or not now in the present 
Administration there is am awareness of the fact that that 
I mentality that I would compare to that that existed in Paris 
I during the terror towards certain members of the aristocracy 
whether they had amy thing wrong to do towards the peasantry 
' or not, existed in the mamagement of the RTC, and whether 
that has been addressed, and whether there's been some 
attempt to cool that off. 

Finally, Mr. Chairman, I would submit, for the 
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^ we can f 

I Senator Bennett, let me just say I think your 

i| 

! last point in a sense mailces my point. Ed Meese did come 
I under, eventually, the jurisdiction of a special counsel, 

I and that is when his name was cleared. 

And I think what you are saying is, in that 
situation, as I listen to what you say, if the Congress had 
I not come in and sort of bounced him around, and he had the 
chance to have the facts laid out as they eventually were 
with special counsel, that that was a proper and fair way 

for it to be done. 

i 

! That is precisely the point we are making. 

Senator Bennett. I thank the Chair. 

I Let me go to the issue that Senator Boxer raised 

aibout outrage' and what we are supposedly doing here at this 
hearing . 

And I share her sense of outrage ad^out people 
like Mr. Keating who ultimately went to prison and deserved 
to. The thing I would hope we would pursue, however, is an 
outrage on the other side of the circumstance, with which I 
, have personal experience. 

I ' And that is, S&Ls in my state that were being 

properly run, appropriately managed, the assets were being 
well guarded and the depositors were being taiken care of, 
that nonetheless were forced out of business by a very 
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I will noc dttfancl that. I am just maicing the 
point that I thixA Harry Trunan was talking about when he 
] talked about heat and kitchen. 

tfhen the President of the United States has a 
problem with close associations, and in this case, am 
associate so close that he has married her, he had better 
' es^ect this kind of partisan shooting, and I do not think we 
, should say. %rell. it is inappropriate for it to come up. 
Because it always comes up, regardless of who controls the 

I 

Presidency amd who controls the Congress, and it is a single 
standard that a^l of us in pxablic life have to live by. 
i Usually, to our sorrow, we discover it. but it goes on. And 

I 

I think we should recognize that is what is going cn. 

i 

I The Chairman. Senator Bennett, would you just 

Senator Gramm. If we are going to debate, we are 

: 

never going to be able to finish this hearing. I would just 
like to suggest we go through, let people make opening 
I statements, let's go to our panel, and let us ask them the 
j questions. 

If we go back and forth, we are going to tie up a 
third of the government here. Maybe some will say the 
country will be better off if they «rere here than doing 
their tasks, but i#e are paying them to do it. 

The Chairman. Well, we are moving as quickly as 
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1 when I chink you cry co make chat parallel comparison, you 

2 have co cake chac inco accounc. I£ you were co suocracc che 

I 

3 independenc special counsel from coday's sicuacion, chen I 

I 

4 ’ Chink you have an argumenc co make. Buc I chink chac makes 

5 ic profoundly differenc. 

6 ' Senacor Kerry. Mr. Chairman, if I could jusc add 

7 . CO chac, chere is no inscance of Presidenc Reagan or 

8 i Presidenc Bush appoincing a democracic special prosecucor co 

9 invescigace, as Presidenc Clincon has appoinced a republican 

10 special prosecucor. Tocally differenc. 

11 Senator Bennecc. If I might respond. I am not 

12 sure chat ic is accepcable co say that it is cocally 

13 differenc. I am noc calking oUsouc chese kinds cf decails, 

14 ' which I will allow chose who have been here before co argue 

15 abouc. I am calking about che rhetoric, and I knew che kind 

16 of rhetoric around Ed Meese's supposed misdeeds, which 

17 clearly would not have arisen if he were noc a close friend 

18 of che President of the United States. 

1 

19 And Ed Meese did in fact nothing criminal, buc he 

20 I was pilloried on the floor of the Senate and in Ccmmiccees 

21 of che Senate and in hearings when he caime co testify ir. 

22 "circumstances because of the fact that he was a close friend 

23 of che Presidenc of che United States. And an argu.T.er.c 

24 could be made that he was sloppy in some of his financial 

25 activities. 
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The Chairznan. And the difference is is that in 
the case you cited, the Neil Bueh case, let us just take 
that case or any comparable case. There was no special 
counsel established at that time. That case was prosecuted 
or carried forward by regulatory officials who were within 
an Administration that had been appointed by that 
Administration. And that creates, on the face of it at 
least, if somebody wants to challenge it, an appearance of 
conflict. 

The same thing could be said here in the absence 
of an independent special counsel. There was no independent 
special counsel in the Silverado -Neil Bush case. And if 
there were none here, with respect to Madison, then I think 
you would have parallel situations. 

That is not what we have. We have a profoundly 
different sitziation. And if you read the Charter of the 
independent special coxmsel, who obviously is aggressively 
at %#ork. His reports today say that he plans to bring his 
first case within thirty days. He has indicated that. 

He has hired teams of lawyers that are being set 
up in different places. 

I have every confidence, based on what I have 
seen thus far, that this independent special counsel means 
to turn all the cards face up before this is done. 

That %ias not done in other situations. And so 
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that ir the shoe were on the other foot, we would be seeing 
the same kind of thing going on with posturing in other 
ways . 

Neil Bush did have all of his relevant material 
made public by the RTC. And I do not see a double staindard 
in a call for Madison to have all of its public records made 
public by the RTC. 

And I just pose this rhetorical question. 

If Che la%iryer for the Rose Law Firm who had 
handled this matter was named Ed Meese, rather than Hillary 
Clinton, would we be having the same discussion in the same 
way? 

Ed Meese is an acquaintance of mine. I will not 
call him a close friend. But he went through much of the 
same kind of fhing, and I think if you were to make a chart 
of the number of Ed Meese 's clients in terms of their 
importance dollar- wise, you would find far many more pages 
prior to Ed Meese' s name than we have seen pages here today. 

The Chairman. Senator Bennett, would you just 
yield to me at that point for a question? 

Senator Bennett. Surely. 

The Chairman. Because I have thought about that. 
And I think there is a very substauitial difference, I say 
with all due respect. 

Senator Bennett. I would like to hear it. 
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fraud £End abuse cost the American taxpayers billions and 
billions of dollars. 

] And whether those fraudulent actors are in 

i California or Texas or New Yorh or Arkansas, we want to go 

after them. So all the outrage that we have seen on the 

j Senate floor about one institution, I %irant to tell you. I 
|| share that outrage aibout many institutions. And I am 

I looking to you to tell me how you are fixing it. 

And that is the purpose of this hearing today. 

J We have had a financial tragedy. I can never forget the 
!| looks on the faces of these older people in California when 
I they bought those instruments they thought were protected by 
the FDIC and found out they had lost everything. 

il That is the image that I bring to this hearing, 

:i 

that is what 1 care about. And I hope that in the course of 

I 

j the questioning about many of these S&Ls and the actors that 

I 

are behind them, we can make sure, with confidence, that you 
i are moving in the right direction. 

I 

1 So thank you very much, Mr. Chairman. 

] The Chairman. Senator Bennett? 

! Senator Bennett. Thank you, Mr. Chairman. 

' ' I do not want to prolong what has been going on 

i 

but I must make a few quick comDents on the main topic cf 

i 

I the debate that has proceeded. 

I must agree with my colleague from New Mexico 

i 

i 

I 
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V I 

1 ! Senator Boxer. Mr. Chairman, first I say to my 

2 ! colleagues, I know I missed some opening arguments, if you 

i 

3 . will. I was marking up the Clean Water Act and was trying 

4 I to protect the oceans, rivers, streams, for everyone, and I 

5 hope I did part of the job. Took care of Boston, took care 

1 

6 , of everything. 

i 

7 But, in any event, Mr. Chairman, as one of the 

I 

8 I people on this Committee, and it was all democrats that 

9 really called for this kind of oversight, we are the ones 

10 who said we wauit to oversee the performance of the RTC. And 

11 we made an amendment, some of us down on this end, to make 

12 sure we would have this kind of oversight. 

13 It is not about one institution; it is about all 

14 the institutions. So for this Senator, maybe I am at the 

15 wrong hearing, but I thought this %fas what we are supposed 

16 to do to ensure better performamce of the RTC. 

17 Now we called for a number of things. 

18 Stronger internal controls against waste, fraud 

19 , and abuse, a better RTC response to problems highlighted by 

20 ^ the auditors, a plan to wrap up the cleanup process, 

21 expanded opportunities for small business women and 

22 minorities, stronger oversight of contractors, ia^roved 

23 financial management and accountability of the RTC, an 

24 increase in recoveries from asset sales, greater protection 
23 of whistleblowers and aggressive pursuit of those whose 
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American public what we can under proper rules right here 
today. It will not get very far because we do not have 
enough information. 

Secondly, I think the situation cries out for a 
total disclosure as to why the appearance is so strong that 
those who dealt with Madison as insiders, as incorporators, 
as lenders to a campaign and all the other facts alleged, I 
think those ought to be brought out, and sooner rather than 
later. 

I do believe, in my closing remarks, so there 
will be no doubt to friends of this republican, there is no 
doubt in my mind. And I say this to my friend. Senator 
Bentsen, who I worked with here forever cind he was the 
chairman of a big committee, if these facts were out on a 
republican, with the democrats in control, if these facts 
were out on a republicam with the democrats controlling this 
Congress, there would already be a special investigation 
going. 

So if there is frustration, I believe it is real. 
I believe we really feel it. we cannot think for a minute 
that there would not be a special team here in the United 
States Congress investigating this if the shoe was on the 
other foot. 

Thank you for yielding. 

The 'Chairman. Senator Boxer? 
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1 

I 


( 

.1 


' Senator Domenici. This is the essence of it. 

Yesterday we got a call from a New Mexican whose 
business was going to be foreclosed by the RTC, crying. The 
woman was saying, if I were a big shot in Washington, this 
would not be happening to me. 

Franhly, i have told most of the members of this 
Committee who were here at various oversight hearings about 
a doctor in the State of New Mexico who ultimately settled a 
case because he was so harassed by the RTC. 

And frankly, Mr. Chairman and members, it is 
very, very interesting, because many of the things that this 
S&L did wrong are reported in the last two months in the 
Washington Post, the New York Times and the Chicago Tribune, 
as exactly the kind of things that went wrong in Madison. 

I mean, the analogy is incredible. Even to the 
extent of buying property that perhaps was over-valued. He 
had nothing to do with it, but they put that on as 
negligence per ee, just because he %#as a member of the 
Board. 


Frankly, I think the essence of this case, this 
situation, and I am not the least bit reluctant to say to my 
friend from Massachusetts, this is about Madison, this 
hearing. It should be about it. We do not have an 
opportunity to do it another way. 

We ought to be bringing to the attention of the 
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The Chaixinan. Without objection, so ordered. 

(COMMITTEE INSERT.) 
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bean cc^limenced highly, not the least of which by my 
friend and colleague. Senator D* Amato, who at the time sort 
of gave this guy the Good Housekeeping Seal as a person who 
would conduct a thorough and fair impartial investigation. 

So I think we have got to let him do that. I 
think that is the lay of the land here with respect to that 
particular case. 

Obviously, uxider the law that was spelled out in 
PIRREA, you have certain rights which you are exercising 

today to ask queptions about certain cases up to the point 

•I 

I at which it may interfere with the on-going work of the 
! special counsel. So you know, we will have to sort of 
address that as we go. 

I But that is why we have these witnesses here 

I , 

today, so they can ans%«er questions. 

I So Z want to move on down through, if I can, 

because we have got ocher members and I want to get to our 
j witnesses as soon as possible. 

I So, Senator Dosmnici, had you finished? 

j Senator Domenici. Hell, Mr. Chairman, l really 

^ had not, but I was merely using most of m/ remarks to 
respond to Senator Kerry thus far. 

I had a detailed statement that I am going to put 

in the record, but I want to just tell you the essence of 

i 

it. 

! 

I 
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I CooBniccee or oversight on this Committee, we will get into 
i them. 

' But it also should be said, and I have said this 

I other times, and I do not know. Senator Comenici, whether 

•I 

j you were in the room or not at that time. You have cited 
. things that the House has done in the past. 

This Committee, by its structure and nature and 
I definition within the Senate, is not an investigative 

•i 

committee. We do not employ any investigators on this 
^ Committee. The Senate does have Committees that do have 
’ that authority. 

j Government Affairs Committee does, the Judiciary 

Committee does, we do not. So that any effort to try to 
I undertake a full blown investigation, not just a hearing or 
inquiry, but to do this job right means you need 
, investigators. You need to bring witnesses in that may want 
to come and they may not. You might have to subpoena 
witnesses and you become involved in a very time-consuming 
I and very careful legal process that would run directly into 
j the work that the special counsel now has underway. 

And, you know, I do not think we can justify 
' ' doing that . X do not care what the case is . 

It would be a different matter if there were r.ct 
an independent special counsel who, in this case, is a 
republican himself by his background and, you know, he has 
i 
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J tfork cn all aspects cf this issue. 

[ auc he was asked to comiient on this very issue of 

the Congress starting down the crack of a parallel 

! 

investigation now chat he is charged with doing this work as 
in independent special counsel. And this is what he said, 

I 

when asked if he thought this would interfere with his work, 

! 

and I quote him directly. He said: 

i 

! ”1 think the history of these situations is that 

it is difficult to conduct this kind of investigation at the 
same time a Congressional investigation is going on. The 
decision whether to have such an investigation obviously is 
not mine, but I think :ust looking back at the past, we can 
all see chat it is not an easy relationship." 

Now Che citation's been made of other 
Congressional* investigations where people were actually 
found to have conmitted crimes and then were never punished 
for them as a result of the fact that the criminal charges 
were later thrown out in a court of law because cf the 
Congressional investigation chat happened earlier cn. 

So what I have said, I have very carefully 
weighed the requests that have come from your side cf the 
'aisle with respect to the questions that have beer, raised. 

And I have said, and I repeat here again tcday, 
when the special counsel completes his %iork, if there are 
any questions remaining that require action by this 
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Firsc of all, just with respect to the charter cf 
the independent special counsel, and I will send you down a 
copy cf this after I read the citation into the record. 

This is tram t ti m Rsfistsr February 4s 

1994, which lays out the full text of the legal charter* the 
empowerment charter of Independent Special Counsel Flske. 

And it cites here on four different places that he has full 
authority to proceed to act upon any violation that he finds 
of either the criminal or the civil law. Specified that he 
has both charters avail 2 ible to him. 

Now that does not set aside any responsibility of 
existing agencies to proceed with respect to their charter 
regarding civil actions. But the point is he is very • 
clearly given that specified authority to proceed not just 
any criminal matter that he may find, but also on any civil 
matter. 

And so, just so that is a matter of record. 

But secondly, he has spoken on this issue. And I 
think Senator Kerry makes a very important point as to who 
this man is, what is background is, and his certifiable 
independence . 

And if you will recall what he stated the day 
that he undertook this assignment and his actions since, 
including those that he has taken as recently as yesterday, 

I think this is an independent counsel that is clearly at 
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because' I chink ic is very much related. And I say it to 
ail these people at this cable, many of whom are very good 

I friends cf the President; one's a cabinet member. 

i 

I I think a mistake is being made over and over 

; again by not putting the facts on the table. If there is 
j nothing to hide, this President, his wife, this 

I 

Administration would have been better off in the beoinning 

j 

I to put it on the taUble. 

Look how many of these we have had that started 
small and everybody says, if they just would have put the 
facts on the table, nothing, it would have resulted in a 
little investigation and everybody would have understood it. 

Instead, here we are forced with evidence that is 
out there, that the media are printing, we do not know if it 
is true or false, and we are forced into this situation to 
^ try to get to the facts. 

And then, when we are, we are sort of accused 
I because this is not deserving of this kind of hearing. 

There are so many others that are in Texas, and there is one 

I 

in New Mexico up there. Maybe there is. Maybe they are not 
big enough. Who knows? 

In any event, I want to yield to you at this 
point, Mr. Chairman. 

The Chairman. Well, let me respond to a couple 
cf the points that you made. 
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1 j Senator Domenici. Not true? 

2 j Maybe you could bring us the charge some time. 

,1 

3 ' The Chairman. Yes, I will do that. 

4 ■ Senator Domenici. Fine. 

I 

5 ; The Chairman. Let me let you finish your 

j 

6 I comment, and then I will read that into the record now. 

7 Senator Domenici. But let me say, it sounds to 

I 

8 I me kind of strange that while the members of the Senate and 

9 House were calling for an investigation, the majority party 

10 I here responded that no investigation was in order and 

11 I stonewalled it. 

12 I In fact, look at Representative Leach in the 

13 House. What did he have to do, right? He did not have any 

14 I authority to get any information. He went on his own and 

15 ' did it. 


16 Well, we are asking for that leadership here says 

17 no. Then the push comes for a special prosecutor and that 

18 I takes forever, and now the special prosecutor ought to 

19 I preclude us from inquiring. 

20 I Frainkly, I think you can work out some agreements 

I 

21 to have oversight up here. 

22 ' And my last one goes 

23 The Chairman. Senator Domenici, would you, at 

24 that point, before you move on, just so I can -- 

25 Senator Domenici. Let me finish this thought 
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1 institutions that were treated differently; namely, Texas 

i 

2 and elsewhere, because the statute was allowed to run. 

3 Now we have extended it, and the Senator from New 

4 ; York deserves congratulations. I joined him in that. 

5 1 am fully prepared to have this institution 

i 

6 .! fully investigate this if we are not satisfied, but I truly 

1 

7 believe that what we are doing now is piling on in a clearly 

8 \ partisan fashion. 

9 Senator Domenici. Thank you very much. 

10 Might I finish my remarks? 

11 The Chairman. Yes, indeed. 

12 ^ Senator Domenici. And if anybody thinks I am 

13 addressing their issue, just interrupt me and I will yield 

14 to you. I do not really have any reason to hog the floor 


15 

16 
17 


18 


19 

20 
21 
22 

23 

24 


here. 


•I 

I 


But let me make two more points and then give you 
a little analogy that I think is terribly relevant and 
deserves a little bit of consideration by the Committee. 

First of all, in the Bush situation, there was an 
investigation, he was fined, and there %ras a full blown 
hearing in the Congress also. 

Secondly, I understand the prosecutor is 
exclusively a criminal prosecutor. In fact, I have not seen 
his 


The Chairman. That is not correct. 
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i 


i 


leadership, through Senator D* Amato, have all said that this 
Madison failure demands an investigation. 

Now frankly, we would not be doing it this way if 
this Senate, controlled by your party, would do what it has 
done on many occasions with reference to other politicians 
that happen to be republican, and had a hearing on the 
subject. 


You know, it does not go unnoticed that the 
President's son had a detailed investigation public in the 
United States House about his activities and his, what is 
it, Silverado? 

Frankly, if you just look at what was in the 
newspapers about Silverado versus what is in the newspaper 
akbout this, you could just take 25 American citizens and 
say, is there any difference in terms of having a full blo%m 
hearing on it, where witnesses are called and evidence is 
taken? 


j I trust them. I would think an overwhelming 

I majority would say, why do not you do it. 

I So my response to you is, why do not we have a 

committee appointed in the United States Senate to 
investigate this, and then we will not have to do it, and we 
will not have to ask questions about it here. 

Now, having said that 

Senator Kerry. Would my colleague just yield for 
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Senator Moseley- Braun. But I do say that it 
seems to me to be a lost opportunity and unfortunate to 
engage in a brawl about a house that was inherited in dire 
condition, that was messed up and for us to get into an 
argument ever whether there are doilies on the dining room 
table. 

We have to put this in context. We, I think, 
have an obligation to hear from these witnesses regarding 
the issues that, this hearing was convened for. 

The Oiairman. Well, we are moving toward the 
witnesses so the more economy we can get in the opening 
statements, the quicker we will get to them, X say to all 
the remaining members. 

Senator Domenici? 

Senator Domenici. Mr. Chairman, I have a 
statement that I want to give, because I want to talk a 
little bit today about equal justice and treating everybody 
fairly. 

But first, Senator Kerry, let me say I think when 
you talk about republicans using this hearing for the 
purpose that you describe, let me make two points. 

If they are, that is not untoward or out of the 
ordinary around here. We do it all the time. 

And secondly, I think every republican chat has 
learned ^U)out this from Representative Leach through our 
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1 this A9minlstrstion» aind what this distinguished panel has 

2 j to say about the general climate in which this cleanup is 

i| 

3 taking place. 

4 j Secretary Greenspan and I would very much like to 

5 J hear from him on the issue of interest rates and where we 

6 are going. Secretary Bentsen is here to talk about the 

■I 

7 overview of Treasury's initiatives in this regard, and I 

8 \ congratulate Secretary Bentsen because he was here at the 

9 beginning . 

10 I guess I date my service on this Comnittee with 

11 the first hearing that we had at which Secretary Bentsen 

12 testified and talked about the initiatives to clean up this 

i 

13 agency. 

•j 

14 I And so. Mr. Chairman. I am going to actually ask 

15 * that my written statement be admitted for the record. 

16 The Chairman. Without objection. 

17 (COMOTTEE INSERT. ) 

18 

I 

19 I 

I 

20 

I 

21 

22 

23 

24 

! 

25 
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I 

t 

i 

up with something like that. 

But I think, in this context, it points exactly 
to what Senator Kerry has pointed out to the Committee and 
to the people here assembled. 

We are looking at and dealing with a huge mess, 
and I think we have to take a look at the contaxt in which 
all of these issues arise to give these witnesses an ■ 

I opportunity, this distinguished panel of witnesses an 
opportunity to respond to what has happened to the 
taxpayers' interest, to the country's interest in regard to 
the larger question of depositor protection and oversight by 
the RTC. 

The failing of the S&Ls cost this country in the 
neighborhood of $125 to $150 billion. I think that it is 
fair that we give these witnesses an opportunity to address 
the large issues pertaining to these questions having to do 
with current management reforms, what are the goals for the 
agency, how far have we gone to recapture funcs that the 
tSLxpayers have had to shell out, and where there has been 

I 

wrongdoing, aind particularly Senator Kerry's lists of the 
S&Ls, I mean, the failed S&Ls. I think we have an 
obligation to hear how the agency has responded to those 
challenges and those questions and what is being done now to 
clean up the house that was inherited by this 
Administration, to fix the problem that was inherited by 
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1 them laid out which is what we tried to do since I have been 

2 I in the United States Senate. Let's go the full distance and 

3 let's have a clause, let's have whatever we vote on 

4 I ultimately reflect the full investigative effort that we 

5 I tried to get previously. 

6 ^ Senator D' Amato. I would support the Senator. 

7 If there is any institution that we feel or any Senator or 

8 I this Committee feels has not been handled properly by the 

9 RTC, I tell you now I would join in an effort to see to it 

10 that we get the proper oversight. I have no problem with 

11 that. 

12 The Chairman. We have got eight additional 

13 members here that may or may not want to make opening 

14 ^ comments and we did get in to something of a debate during 

15 that one. 

16 Senator Mack, you are next. You have an opening 

17 comment you want to make? 

18 Senator Mack. No, I do not. 

I 

19 The Chairman. Thank you. 

20 Senator Braun? 

21 Senator Moseley -Braun. Thank you very much, .Mr. 

22 ' Chairman. I hesitate to get embroiled in a brawl, but I 

23 could not help but think, listening to the comments cf 

24 Reverend Jesse Jackson's statement that a text out of 

25 context is a pretext. Now only Reverend Jackson could come 
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matter "of fact, if it was not for my effort, we would not 
extended the statute of limitations. 

Let's get the record straight. 

Senator Kerry. I have the record right in front 
of me. Senator. It is right here. 

Senator D' Amato. And I will read it too. and I 
will read it with the quotations in it. 

Senator Kerry. Is the Senator saying he never 
voted against an extension? 

Senator D* Amato. I did not say that. I did not 

say that. 


! 

1 

I 


I 


Senator Kerry. Correct. The Senator voted 
against an extension. 

Senator D* Amato. Not four times. 

Senator Kerry. I did not say four times. I said 
four times %#e tried to get it. and four times we failed 
because it was stripped in conference. 

Senator Gramm. Mr. Chairman, are we doing 
opening statements or is this a debate? 

we have got people here that are important that 
have jobs to go to. 

Senator Kerry. I just want to lay out very 
clearly. I am willing to have any facts laid out but if we 
are going to come at this, then 1 also want Columbia 
Savings. I %iant the full measure of Texas, and I want all of 
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} Che floor. 

I 

Senator Kerry. This Senator came to this 

' Committee and tried to get this Committee to investigate 

1 

j BCCI, and the response of the Senator from New York and 
others was this Committee should not be involved in 

3 

I investigations. And we could not even get a subpoena. 

This Senator 

\ Senator D' Amato. I was helpful to you in BCCI. 

Senator Kerry. Let me finish. 

Senator D' Amato. Okay. 

Senator Kerry. This Senator came to the floor 
and suggested, as did the Senator from Colorado previously. 
Senator Wirth, and he sat right here and we fought in this 
Committee again amd again to get full disclosure with 
respect. But this Committee- could not proceed forward. 

Four times -we voted on the floor of the United 
States Senate in an effort to try to extend the statute. 

The Senator from New York voted against it. Finally turned 
aroxmd -- 

! 

Senator D' Amato. That is aibsolutely incorrect, 

I 

Senator. 


Senator Kerry. He voted against it twice, and he 

finally •• 

Senator D* Amato. No, we voted for a clean bill, 
and you know that. And I supported language, and as a 
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\ Che nature that would require a response. So, Mr. Chairman, 

; I will cry co hold, hue I will cell you, I reserve che righc 
CO answer my colleague when he pucs forch aind challenges me 

I as CO my mocivacion. All I wane are che faces. 

*! 

Senacor Kerry. Well, I wane che faces. 

Senacor O'Amaco. If you do noc wane che facts co 

!i 

come out, chat is your business. And if you wane co ask 
I faces on any other banking institution, and that is our 
responsibility, then we should do it. But do not hold me 
because I did not ask about something in Texas. 

If somebody comes forward and says co me they 
j %#anc CO know something chat is incredible conflict. I say we 
should look at ic. 

Senator Kerry. I believe I have che floor. 

Well, you see, I want people co understand. 
Senacor D' Amato. They understand. 

Senacor Kerry. I want them to understand che 
^ double standard. 

Senacor D* Amato. I do not see a double standard. 

^ Yes, I do see a double standard. I would say co my friend. 

1 

I see a double standard. I see a cover up here. I see a 
' idilte%fash here. 

Senacor Kerry. Mr. Chairman, do I have che 

floor. 


The Chairman. Senacor 0* Amato, Senacor Kerry has 
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1 ' Senator Kerry. Mr. Chairman? 

2 I Senator D' Amato. Well, you asked why. 

3 Senator Kerry. Mr. Chairman, I believe I have 

4 the floor. 

5 The Chairman. The gentleman from Massachusetts 

•i 

6 has the floor. 

7 Senator Kerry. Now let me point cut to my friend 

8 I from New York, that is the obvious rejoinder and we knew it 

9 would come to that. 3ut do not come here and suggest 

10 therefore that this is somehow bipartisan. Because this has 

11 nothing to do with federal policy on savings and loans. 

12 It has to do only with the question of whether or 

13 not the President might have done something wrong. 

14 Senator D* Amato. No, I did not say that. 

15 Senator Kerry. Then you come 

16 Senator O' Amato. Maybe you said that. I did not 

17 say that he did anything wrong. Let's understand that, so 

18 do not put words in my mouth. 

i 

19 j Senator Kerry. Then if he did not do anything 

1 

20 wrong, aind it has to do with the question of policy, you 

I 

21 have to ask the question: why are those other institutions, 

22 " why are the Texas institutions not of this significance. 

23 In fact, maybe we ought to be -• 

24 Senator D' Amato. No one ever suggested that, and 

25 the only reason I am asking is because you are putting it in 


Ace-Federal Reporters, Inc. 

\«oonwidc Covcrac* 

20:-»7.3700 ^336-«M6 41(Ve.8*-25?0 


USii> 


I 

I 



5075 


*5540101 

^^/aeh 


3 

4 

5 

6 

7 

8 
9 

10 
1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 


26 

I nor was iz ever by our colleagues. 

j Then you go for several ocher pages and there is 

no ether institutions. There are a lot of ocher big 

I institutions, many of them in Texas. I might add; some of 

.i 

! them elsewhere. 

I Independence Federal Loan in Batesville. 

Arkansas, but they are not asking about that. 

J 

You can go do%m through the hundreds. They are 
still not asking any questions. You go do%m through 137, 
but they are not asking any questions. You do down through 
160. but they are not asking ainy questions. You go do%m 
through 183. but they are not asking any questions. 

Then you have got a couple more. And cr.e of 

^ them, finally, number 194 is Madison, and that is the only 
one they are asking questions about. 

Now we tried four successive times - - 

Senator D' Amato. Did they figure out why? 

Senator Kerry. It is very easy to understand 

I ' why. It is because the President of the United States •• 

i 

I Senator D* Amato. and his wife represented the 

I firm. I mean, and we talk about cover up. We talk about 
' looking at the facts. All we are saying is. let's see t.te 
facts here. 


24 You want CO know why? Because today, we have not 

25 had the facts. We have had obfuscation. 


t 
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believe he contributed to the campaign of Senator D' Amato. 
ne was nominated by President Bush to be a Deputy Attorney 
General in 1989, but because he was not absolutely in line 
with ail of President Reagan's appointees to the judiciary, 
he finally withdrew. He was the Chief Prosecutor in 
Manhattan, appointed by President Ford. President of the 
American Bar Association, and he is investigating this case. 

I do not think you could find a prosecutor in the 
United States who comes to this with better credentials of 
impartiality and of substance and capacity. 

It seems to me Congress has learned something 
aibout invading the prerogatives of special prosecutors and 
ruining cases by virtue cf our intrusion: witness what 
happened in Iran Contra. 

But leaving that aside, I hope the press will be 
very, very clear. Madison, if you look down the list of 
cases, these are the list of cases, the cost of bailouts. I 
would like my colleagues to look at this. 

Here is the first page of major bailouts in the 
United States, beginning with Lincoln Savings, going dovm. 

We got First Savings of Arkansas, Little Rock-based. It is 
number 20, but not a question has been asked cibout that, 
obviously. It is worth about $847 million. 

You go down to number 34, you have got the Savers 
in Little Rock, but not a question's been asked about that. 
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\ legal billing, thousands of lose invoices, so the RTC could 

I 

I not even determine whether a bill was legitirnate or not. We 
' were told about sexual discrimination, physical harassment. 
WeHirere told about RTC employees being asked by RTC managers 
to fabricate data for Congress when the real data was 
i unavailaUt^le, it would not look good. 

. We heard allegations of the RTC Inspector General 

being viewed by employees as in bed with management or 

' incompetent. And we heard particularly disturbing evidence 

i 

of the government taking a dive in prosecuting cases against 
S&L wrongdoers in Colorado and Texas. 

i 

! No hue and cry across the aisle from my 

1 

colleagues suggesting we ought to extend the statute of 

1 

limitations. No hue and cry suggesting that we ought to 
have a special prosecutor for Texas. 

Following the hearing, the Treasury promised to 
respond to the allegations made by these whistleblowers. I 
, still have questions about it but they are working at it;’ 

I 

something that never happened in the prior t%relve years, 
j Now despite the hiring of some good people in 

Washington, I still think there are serious questions today 
" about these abuses and what is happening there. 

But I think you have to stop and take a hard look 
^ at what is happening here with respect to Whitewater. 

We have a special prosecutor, a republica.n. I 
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j side of Che aisle have not seen fit to concern themselves 

i 

aibout . 


So when my colleague comes here today suggesting 

i 

chat we have got to proceed in a bipartisan fashion on what 
is very clearly a partisan singling out cf one institution, 
it is very hard for me to really take it that seriously. 

( 

And I hope the members of the press and the 

I members of the public, who are watching, understand 
specifically what is happening here. 

On September 23rd, last fall, this Committee took 
Che testimony of some 13 whistleblowers for five hours, and 
they described a shocking array of problems at the RTC, 
potentially costing the taxpayers billions of dollars. 

Not one of the chairs across the aisle had a 
Senator sitting in it. Not one republican saw fit to come 
and care about the RTC when those whistleblowers were here 
calking to us. 3ut today we are concerned about cne 
institution. 

j Now we have heard allegations of steering of 

contracts by RTC personnel to former and future employers. 

I 

We heard of major accounting firms receiving huge RTC 
* contracts and then hiring inexperienced people off the 
street, and padding the bills after they did incompetent 
work. 


We were told about faulty computer systems for 
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Administracion had very few of ica o%m people in place. And 
in handling RTC matters, the Administration was forced to 
rely on the very people who were responsible for the 
catastrophe of the RTC. a catastrophe which came to us 
during the last twelve years of non- regulation. 

Because the Administration was relying on the old 
guard. I then expressed my concern that it would be very 
difficult practically to carry out reforms that the RTC 
needed. 


I 

I 


I 

i 

i 


Now a year later, despite I think heroic efforts 
by Secretary Altman, the Secretary and others, some real 
improvements have taken place, and some good people have 
been appointed by the Administration, but I believe because 
of the depth of problems %ffaich existed at the RTC during the 
previous twelve years, without adequate regulation, chat 
this Administration has not had time to get a handle on the 
full measure of shortcomings that existed. 

Over the past year, my staff has talked to 
literally dozens of employees and managers, none of whom 
have been talked to by my colleagues across the aisle who 
today express such concern about one institution. 

And these people told us of reports of disarray 
at the RTC chat have only scratched the surface. And that 
in reality, regional offices in the fields, the situation 
remains worse, something that my colleagues on the other 
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Specific questions on that matter. 

I 

Thank you . 

The Chairman. Thank you. 

I Senator Kerry? 

Senator Kerry. Thank you very much, Mr. 

I 

! Chairman. 

1 

I guess our colleagues on the other side of the 

j aisle have sort of signalled an intent, which they have been 
signalling for Some days, to turn a review of the RTC into a 
dialogue, if that is the word that cam be used, on 
Whitewater. 

I will reserve a few comments on that. 

1 want to first address some of the RTC issues 
and then sort of mix it in a little bit, perhaps with some 
of where we are going here. 

A year ago, when the Secretary appeared before 
this Committee with a nine-point plan to reform the 
Resolution Trust, I remember then expressing my concern t.hat 

i 

j the Treasury did not have an adequate picture of the 

I magnitude of the RTC's problems, including the massive 
fraud, waste, abuse, etcetera. 

I 

I did not hear my colleague from New York 
suggesting it at that time; I did not hear my colleague from 

I Missouri suggesting it at that time. 

I was especially concerned because the 
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I normal ry only get the blame. 

j 

In my questions, I am however going to focus on 

i 

! one particular issue, and that is the position the control 

i 

j retention of documents in the Madison Guarantee case 
because, frankly, there are a lot of us who have grave 

;| 

, concerns about what has happened to the documents. 

=1 

First we heard White%iater documents now we did 

J 

I not have amy, t^ey disappeared, no, they were not there. 
Then the tragedy that befell Mr. Foster, everything was 
accoxmted for. And Mr. Nussbaum said that he had a list of 
all the documents. 


.1 


I 

I 


And the press brought to our attention, after 
months of hard work, that Whitewater files were in Mr. 
Foster's office. A search occurred the night of his death 
and files wei^e taken out by White House political aids. 

Then we hear the White House %ras voluntarily 
sending documents to the Justice, and the White House had 
asked for a subpoena. 

Then the White House had heard about the 
subpoena, and it called Justice to negotiate the terms. 

We have heard about shredding documents. 

We have heard many stories that raise grave 
concerns about %fhether the facts will be available for the 
special prosecutor and others. 

And in my question time, I will address some 
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19 

1 : ' Mr. Chairman, people want us to puc this sorry 

I 

2 I chapter in American financial history behind us 

3 ■ I know there is a lot of work being done, but the 

4 public wants to know what has been achieved. 

5 I urge the Administration once again zo make 

6 I closing the RTC a top priority. 

7 Thank you . 

8 The Chairman. Senator Bond? 

9 Senator Bond. Thank you, Mr. Chairman. 

10 In probably a man -bites -dog reversal of fortunes 

11 around here, when we have people from the financial 

12 regulatory institutions before us, I want to congratulate 

13 you and thank you for the good jobs that you have done. 

14 We are seeing a significantly lower deficit 

15 ‘ because of the successful resolution of many of the savings 

16 and loans. The men and women who have worked all these 

17 years, they have not just sprung to life in the last few 

18 years, in the last year, they have done a good job. We are 

19 resolving thrifts, failed thrifts more successively. 

:| 

20 We have benefitted from low interest rates, aind I 

21 ' appreciate the dedicated work of our independent Federal 

22 * Reserve. 

23 In doing that, the FDIC premium fund has built up 

24 and we are in better shape and there is much praise t.hat 

25 should be attributed to a lot of hardworking folks who 
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I Senator Moseley- Braun, I wrote to President Clinton December 
' 16th, urging him to appoint a new head of the RTC. We want 

the President to make this a top priority. 

And I will be very interested today to learn, in 
I detail, the progress of the search and the Administration's 
; commitment to that. 

I Another issue of great concern to my constituents 

I is the effect of the rising interest rates that will have on 
the recovering S&L industry. I am very interested to hear 
Chairman Greenspan's thoughts in that area. 

The kinds of activities that resulted in the 
] creation of the RTC were generally not found in financial 
institutions in my home State of Washington. 

I Every banker in my state brings to me regulatory 

problems which she or he blames on the S&L crisis. 

I Mr. Chairman, relatively few thrifts failed in my 

state. Washington's financial institutions are among the 
^ most community-minded in this nation. CRA ratings for our 
I banlcs are among the highest in the nation. 

] The people in the Pacific Northwest feel they did 

not cause this problem, but they surely know that they are 
" paying for it. Most of the problems associated with the RTC 
occurred during the two previous administrations. Much cf 
the anger which people feel about RTC however has not 
subsided. 
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. ' The Chairman. Senator Murray? 

1 Senator Murray. Thanic you. 

i 

Mr. Chairman, almost a year ago, we sat in this 
very room and considered the Thrift Depositor Protect Act of 

i 

1993 . 

i 

The orogram and funding for the Resolution Trust 

•i 

Corporation was not an easy process nor one without pain. 

; And along with you and other members of this Committee, I 
insisted on increased accountadDility for all RTC spending. 

I did that with the hope that we could put the 
RTC out of business as soon as possible, save the taocpayers 
significant amount of money, and get on with other important 
national needs and goals. 

I am disappointed that, in spite of assurances 
which this Committee was given last March, that there is 
still no permanent head of the RTC. 

Mr. Chairman, I have a great deal of respect for 
Roger Altman, but I cannot understaind how he can possibly 

I 

have the time or energy to undertake two of the most 

1 

i demainding positions in our government: Deputy Secretary of 

I 

the Treasury and the interim Chief Executive Officer of the 
' RTC. 

Management reforms start with a permanent 


manager. 

Along with my colleagues. Senator Boxer and 


I 

■j 
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j ' Senator D' Amato. Well, Mr. Chairman, for point 

of amplification, let me say that my staff has been 
requesting this by way of telephone, by way of talking to 
I staff over a period of time. 

:j We did not even learn of the existence, and I do 

^ not know if anybody else knew of the existence of this 

' report, as it relates to the RTC and the possible conflict, 

I until February 17th, and we only learned about that, I 

think, as a result of an article that appeared in the media. 

Now it is one heck of a thing, when we are asking 

^ for information, and get little, if any, that we have to 
; learn of the possible existence of this through the media. 

And that is what prompted us to then formally request this 
! by way of a letter. 

And I have to tell you something. If they had 
this report, they could have sent it over on Friday. They 

4 

could have sent the report over on Tuesday morning. 

^ You certainly do not wait until the end of 

j business on Wednesday evening and send the report over at 
I 9:00 o'clock, 9:30; that is wrong. That is singly wrong. 

And if you %iant to talk about stoneiiallir.g. t.hat 
* is what has been going on. Obfuscation, that is what .has 
been going on. 

If I have any faith in terms of how this matter 

i 

is being pursued, the anstrer is absolutely not. 

t 
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The Chairman, Well, we will taice chat up later 
when you present that point. 

Let me just, for completeness of the record, ask 
unanimous consent to insert the letter chat you sent over to 
the RTC dated February 18th, requesting these documents that 
arrived last evening. 

And I think it is importaint to note that this 
request, which will be in the record, vras made last Friday, 
and members here can account for why the documents arrived 
last evening. 

But I do think it is importamt to note that the 
request you made was not all that long ago, and the 
materials that they have assembled are now here. 

But -- 

(COMMITTEE INSERT.) 
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I the Committee and/or its staff, so that we can see to it 
I that what should be done is being done. 

There are just too many questions that are 
unanswered in this situation to date. There are not 
I satisfactory explanations. See to it that all the 
documentation that can and should be provided to the 
appropriate authorities is done so, certainly on the civil 
side. 

^ The criminal side, that is another matter. 

I 

So later on, I will have a formal reo[uest to put 

I 

forward to you, Mr. Chairman, but I would hope that we could 
I join and do this in a bipartisan fashion. 

And I thank the Chair. 

i 

(COMCTTEE INSERT.) 
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•I 

,i 

1 

i 

I 

•I 


As I have indicated, last evening I had a very 
brief discussion with the Acting Chairman who is, by the 
way, I thinJc placed in a very difficult position through no 
fault of his own. 

I think Mr. Altman finds himself in a position 
where here he is, a presidential appointee, running the RTC, 
now eleven months. I do not know how he haindles the 
situations which put him into possible conflict where he has 
to be making decisions as to what to do, what actions to 
take or not to take, as it relates to the Whitewater matter 
specifically. 

I know he's indicated to me that his term is up 
March 30th, and he cauinot wait for that to take place, for 
it to end. I do not blame him. But I have to tell you, I 
would like to* know who is supervising this, what is taking 
place . 


17 


18 

19 

20 
21 
22 

23 

24 

25 


And, Mr. Chairman, I would also like to put forth 
j to you a request, and you have been extremely fair. It 
I seems to me that this Committee has an obligation to find 
I out and get out all of the facts, not to isqpede the special 
prosecutor and/or his xindertaking . 

That I would hope, Mr. Chairman, that you would, 
in a bipartisan! fashion, as you have moved forward, in 
seeing to it that the documentation of the facts as it 
relates to this case are made availaible to the Committee, to 
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criticized about it. This is political. 

Let me say this. We do not ask tor any special 
treatment, nor do we expect that people who come from high 
I places or powerful positions that there be special treatment 
accorded. We say that the law should be afforded to 
everyone . 

And were it not for Senator Metzenbaum and 
Senator Murkowski and our resolution that extended the 
statute of limitations, and that was done overwhelmingly in 
the Senate and in the House, why, the statute of limitations 
of February 28th would have been upon us. 

I The RTC had no way of knowing that that was going 

j to take place. They never anticipated it. And so when we 
I asked what, if anything, was being done by way of a lawsuit, 
I see what %iras being done: nothing. I see what we had as an 
analysis as it relates to any possible conflict, and i see a 
' referral over to general coxmsel. 

And I cam say that it was only fortuitous that 
I the situation built and we were able to at least extend that 
statute to 1995. 

j I am going to ask, because I know we want to get 

to some questions, and I know that other of my colleagues 

I 

have questions to raise, but I will be asking members of the 

I 

' RTC Oversight Board, many of the same questions I have 

I 

rals«d in my leccers and on che floor of the Senate. 
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1 ' ' I am going co give you a little time, Mr. Altman. 

2 ' I spoice to you last night, the deputy secretary, said some 

3 of the questions I was going to ask you. So let me tell 

4 you. I am going to ask you what has taken place, what action 

5 is taking place, who's revealing this, because I have to 

6 tell you I find this unacceptable. This is the kind of 

1 

7 thing that just does not square up. 

d ' Then it goes on, it says this investigation was 

9 coordinated with the FDIC who conducted a separate and 

10 independent investigation of this matter and the FDIC 

11 attorney is John Downing. And of course I saw his report 

12 which I think leaves a lot to be desired. 

13 So, Mr. Chairman, I am sorry to have to open the 

14 hearing in this manner, but when documents of this import 

15 are dropped on us at midnight, that is not fair to us, it is 

16 not fair to the American people, it is not fair to the good 

17 work and the hard work that has been done by lots cf people 

18 in the RTC in resolving many of the disputes. Because I 

19 think we have come a long way towards meeting many cf the 

I 

20 goals. 

21 I am going to ask that the rest of my statement 

22 ' be placed in the record as if read in its entirety. 

23 But I will say this to you. I have beer, troubled 

24 about the handling and the manner in which the Madison 

25 Whitewater situation has been handled. I have been 
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fascixiacing and interest ing, and I hope my staff has been 
! able to pass it out to my colleagues, any colleagues 
^ interested in it. 

! Interviews cf current or former Rose Law Firm 

I 

I 

1 

attorneys who may be icnowiedgeaUDle ch this mater were not 

j 

conducted. 

•I 


This is really one heck of a thorough report. I 
I mean, interviews of those people who were knowledgeable were 
not conducted. 

It goes on at the end summary, Rose did not 
represent matters and prior to its failure of the savings 
and loan, but it does talk about the fact that there are 
some very interesting, and I leave it for the .media and 
others and some of the la%iryers to analyze wl'at they knew, 

I 

what they did not know, the accounting firm that they were 
, called upon to sue, that they had used and before state 
regulatory agencies, in order to put out an underwriting. 

I find if that is not a conflict, certainly in 

i 

I the utilization of that law firm to sue these people who 
; they had hired and settle the suit for consideraibly less 

I 

than it was initiated on certainly raises with this Senator, 
'and that is knovm as the Frost matter. 

It concludes by saying that this report is 
provided to the Office of General Counsel for any action it 
deems appropriate. That was sent on the 8th. 
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1 place? ' What are you doing? What action is taking place? 

2 I must say that if this constitutes the bulk of 

3 the action, it is quite deplorable. 

4 I must say that this document is dated, Mr. 

5 Chairman, February 8th, and yet we get it, as I called it, 

Q in that midnight delivery last evening along with 100 pages 

7 of attachments or 200 pages of attachments. Sven if you 

8 ' took that Evelyn Wood speed reading course, I think you 

9 would have difficulty getting through it all. 

12 And delivered last evening well after office 

11 hours where staff just really had an opportunity and I have 

12 just had an opportunity to read it for the first time. We 

13 will make it available. 

14 I have to say this to you. Were it not for some 

15 media report, it was the Washington Times, we had no 

16 inkling, no idea, before we actually asked specifically for 

17 this report I think last week, and that obviously was 

18 available since February 8th. 

I 

19 I will just refer to, and this was the first time 

20 I literally, at ten minutes to 10:00, that I had an 

21 ^ opportunity to look at it. 

22 ' Scope of the Investigation. This investigation 

23 focused on whether or not the Rose Law Firm discloses 

24 previous representations of matters into the FDIC and the 

25 RTC. I underlined a little part. I think it is quite 
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into Che presencacions and get into the questions. 

Senator D' Amato? 

Senator D' Amato. Thank you very much, Mr. 

I Chairman. 

Mr. Chairman, let me first, at the outset, thank 
you for your cooperation in this matter, for calling this 
hearing, and for also joining with me and ocher of my 
colleagues in requests that we have made of the RTC for 
j information. 

j I chink it is fair to say chat without your 

■ having joined with us, some of the inform? -ijn that was made 
available and some responses that we received would never 
have been received. 

I We may question the adequacy of those responses 

! but, were it hoc for your help, we would not have had any. 

I am going depart from my prepared remarks for a 
moment because something quite unusual took place last 
j evening. I call it the midnight delivery, 
j Boxes of material began arriving at our Banking 

I Committee office after hours. One caune in close to 10:00 
I o'clock. The most interesting of them, I found, was this 

^ ' RTC conflict of interest analysis of the Rose Law Firm. I 

! 

was not even aware that there had been such an analysis, and 
j of course we have been asking that now, through staff and 
‘ through letters, for quite awhile. What has been taking 

j 
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! years, •Since we began this process of dealing with the 

•! 

I failed thrifts, in August of 1989, we provided $50 billion. 

^ In March of 1991, $30 billion, December of 1991, another $25 

I 

billion, but only $7 billion of that was actually spent by 
j the April 1992 deadline. 

And then in December of last year, we approved 
I what we understand to be the final funding leg which carries 
j with it unspent f\mds previously provided, a total of $18 
billion provided in December of 1993, which brings us up, if 

.{ 

you add up all those numbers and do the offsets, to a figure 
■ of 105. 

My understanding is that there is roughly about 
$24 billion of that total that is available to complete this 
I job. And if that number is not correct, I would appreciate 
having you give for us today as accurate an assessment of 

those numbers as you can. 

i 

Now what I am going to do this morning, I am 
. going to, in a moment, call on Senator D* Amato, and because 
I I know there are going to be questions that members want to 
I ask, I want to reserve as much time as I can today for 
i questions . 

^ So after Senator C' Amato makes his opening 

statement, I will call on other members, but I would like to 
; ask members on both sides in the opening statements today if 
they could be brief in what they say, so that we can get 

i 

I 
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'I 

Lasc >!arch, here. Secretary Bentsen premised this 
Comnittee chat he would undertake a series cf management 
reforms at the RTC to address issues of waste, fraud, abuse 
and mismanagement . 

Congress incorporated the requirement for those 
reforms and a number of others into lasc year's final 
funding legislation, so we are very interested in learning 
what changes had been made and how successful those changes 

1 

l| appear to be. 

ij 

' Finally, the Committee held a hearing last 

i 

I September which a large panel of impressive and credible 

1 whistleblowers testified. Based on that, I asked t.he .RTC to 

i 

! investigate their claims and I want to hear today what has 

been done to evaluate those claims and what collective 

j 

I actions have been taken. 

I 

These whistleblowers testified about waste and 

i mismanagement involving, among other things, the contracting 
oversight, professional liability activities, and asset 
I disposition efforts of the agency. 

I So we look forward to the Oversight Board's 

I - testimony on this matter, as well as its presentation on t.he 
^ progress made by the RTC at this time. 

I I might just add one other thought just to sort 

of put everything into context, and that is t.hat ever one 
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1 early December. 

2 Furtbermore, sales of hard* to -sell assets i the 

3 second half of last year fell to less than half of those 

4 sold in the previous year. So we hope and expect that our 

5 witnesses today will be able to advise us as to when we can 

I 

6 expect a resolution activity to resume « and whether the 

I 

7 slower pace of asset sales simply reflects the fact that 

8 I they are now down to the point of selling very difficult to 

9 sell assets, and if so, we need to have that explained to 

10 us . 

11 The RTC is of course scheduled under present law 

12 to terminate on December 31, 1995. Any assets that the RTC 

13 is unable to dispose of by that date will be transferred to 

14 the FDIC. At the saune time, the FDIC will have to reabsorb 

15 up to 1,600 RTC employees who have the right to return to 

16 the FDIC. 

17 Obviously managing that trainsition alone will be 

18 a difficult task. So we will want to hear what progress has 

19 been made in planning for the transition to the FDIC, and 

20 how large a pool of assets the RTC expects to leave when it 

j 

21 goes out of business for ultimate disposition by the FDIC. 

22 Now the RTC has been criticized extensively for 

23 the way it has conducted its operations over the years. We 

24 have had numerous GAO reports pointing out problems and have 

25 heard testimony from many witnesses detailing past mistakes. 
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And Jonathan Fiechcer. who is the Acting Director 
of the Office of Thrift Supervision. 

The FIRREA legislation required that the 
Oversight Board make semiannual appearances before this 
Committee. This now is the seventh such semiannual 
appearance here. 

At all these hearings, the Oversight Board has 
been required to update the Committee on the progress that 
the RTC has made in resolving thrifts under its control aind 
its efforts to sell assets of failed thrifts. 

The RTC currently has 63 conservatorships that 
remain to be resolved. 

As of year end, the RTC had assets in those 
conservatorships and in receiverships with original book 
values of approximately $66 billion. Two- thirds of that 
aimount is in what the RTC calls "hard- to- sell" categories. 
Well, the RTC has so far disposed of more than $393 billion 
in assets, or approximately 90 percent of their cjDOok value, 
lately, progress appears to have slowed markedly in selling 
RTC assets. 

Despite the provision by Congress last fall of 
"aunple funding to permit the RTC to complete its task for 
resolving failed thrifts, and a financial plan that calls 
for the resolution of 43 institutions in the first quarter 
of this year, the RTC has resolved no conservatorships since 
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1 I ' The Chainnan. The Conanittee will come to order. 

i 

2 Let me welcome all those in attendamce this 

3 ^ morning . 

4 I I want to say again to my colleagues how much I 

5 appreciate the cooperation yesterday in reporting out the 

6 I Interstate Banking Bill. I think the fact that we were able 

7 ‘ to act unanimously was a very important statement of how 

8 I good that piece of legislation is, and the cooperation back 

9 and forth across both sides of the Committee dias. 

10 This morning we welcome the RTC Thrift Depositor 

11 Protection Oversight Board. And there are here to discuss 

12 with us their semiannual report regarding the activities and 

13 the operations of the RTC. 

14 I Treasury Secretary Lloyd Bentsen, our former 

15 colleague, serves as Chairperson of the Oversight Board, and 

16 ! Deputy Secretary Treasurer Roger Aleman is Acting Chief 

•i 

17 Executive Officer of the RTC will be the ones testifying 

18 . directly today. 

1 

19 I The other members of the Board are also here 

20 I today and are available for your questions, and we will have 

21 some for them. 

22 ' ' They are Alan Greenspan, Chairman of the Federal 

23 Reserve. 

24 Andrew Hove, who is the Acting Chairperson of the 

I 

25 . FDIC. 

I 

i 

i 
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Cdanittee on Banking, Housing, 
and Urban Affairs 
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The conuDittee met in Room 538 of the Dirksen Senate 
Office Building at 10:05 a.m., the Honorable Donald w. 
Riegle, Jr. , chairman of the committee, presiding. 
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July 1, 1986 


Additionally# the density of the foliage prohibited a view of the 
ocean from the interior lots lying immediately behind the ocean 
front lotSy thereby diminishing the value of those lots because of 
this lack of view of the water. 

Initially# unsuccessful attempts were made to employ timber 
cutters with chain saws to selectively clear the ocean front lots. 
This process proved too slow and too costly. When it was 
determined that lot preparation could not keep pace with sales 
usine this method and further determined that this process 
distracted from the beauty of the lots because it left them 
covered with stumps, another solution was sought. 

Mr. Randolph, who was thoroughly familiar with the use of 
mechanical methods employed by the company to .prepare lots for 
sale and who had had extensive experience working in various 
subdivision owned by the company, was asked to come to Campobello 
to devise a method of ov'ercoming this landscaping and marketing 
problem. Upon his arrival he immediately leased the proper bull 
dozer for such work and trained bull dozer operators living on the 
island as to the proper method of selectively clearing the lots and 
removal of the rsulting debris from the lots. Direct correlation 
by the increasing sales and his arrival is easily demonstrative. 
For example, every lot he caused to be prepared in his first week 
of work was sold that weekend. His additional duties involved 
building driveways which permitted access from the main 
thoroughfare through thd Lot to the water's edge. 

The company owns a large tract of land abutting the highway 
immediately at the entrance to the island. Our predecessor in 
title had cut the timber from this tract some years ago. Vhen 
*his sort of clear cutting occurs on that island, a large busny 
plant which is quite unattractive, grows to a great height and 
has an especially virulent root system which inhibits its removal 
effectively even by a bull dozer. Mr. Randolph purchased a new 70 
horsepower tractor then attached a device known as a "tree eater* 
to be used in the eradication of this plant. This method was 
effectively employed and the entrance to the island again 
beautified so as to make the ocean visible, thus greatly 
enhancing the value of our entire property. Mr. Randolph left the 
tractor he purchased at Campobello where it is in use until this 
time. Personnel he trained in the proper method of beautification 
of our property are continuing the process this year with very 
beneficial effects. 

JM/ss 

Att 


izsat 
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Pase 3 * MefflOy John La chain/ Jim McOougal 
July If 1986 

foundations f tha adding of brick trimy and suparvislon of 

correcting any defect in the workmanship of the house y and 
supervision of the installation of central air conditioning and 
utilities* 

MADISON PROPERTIES 

Madison Properties assets consists primarily of a very large 
masonary . building located on several acres with two producing . gas 
wells in Madison County just south of the county seat of 
Huntsville* Madison Properties has no connection to Madison 
Guaranty Savings and Loan or Madison Financial Corporation. 

MASTER DEVELOPERS 

Three stockholders are working in conjunction with the development 
of 59 acres located on 145th Street* Two stockholders have 
extensive experience in real estate development and sales* These 
individuals have engaged in exhaustive market research to 
determine immediate commercial use for subject property. Their 
feasibility and marketing studies indicate the immediate need for 
a fast-food outlet to serve the several hundred industrial and 
service employees presently employed within Xy500 feet of subject 
location. There is no such outlet within several miles to serve 
the heavily populated suburban areas surrounding the property. 
Additional trade is anticipated from traffic generated by the 
freeway which services the location. 

For the same reasons outlined above, need is indicated for a 
convenience store and gasoline outlet. As mentioned above a 
convenience store is esential to the successful sale of 
residential lots. Roadrunner, Incorporation, a highly successful 
Arkansas based convenience store and gasoline outlet franchiser, 
has conducted an extensive market survey which has concluded chat 
such a facility located on subject property would be successful. 
Two of the principals of Master Developers have arranged for 
separate financing to erect such a facility. 

Also, negotiations are far advanced for the sale of two acres of 
the property to a building supply and insulation firm. 

The preliminary master development plan for the business park :o 
be created is completed and a copy is attached. 


ISLAND CONSTRUCTION 

The lots at Campobello which were under development last year, 
were so heavily overgrown with spruce trees and other foliage, 
that our sales people were finding it difficult to walk 
prospects from the road to the ocean therefore, greatly ir^ ' 
the sale of frontage lots. 




3 
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. • Memo, John Latham/Jim McDougal 
July 1, 1986 


MADISON REAL ESTATE 

When initial sales began at Maple Creek Farms in April of 1983, 
the listing broker was Perryman Realty Company, Inc. Mr. Perryman 
had, at this time, other interests including his own subdivisions. 
This prohibited his devoting the seven days a week necessary to 
the sales effort then under way at Maple Creek Farms and his 
listing was terminated. 

Some of Mr. Perryman's better salesmen desired to remain at Maple 
Creek and continue selling. However, Arkansas law requires that 
real estate salesmen be under the direct supervision of a licensed 
real estate broker. Mrs. McOougal holds a valid broker's license. 
In 1983, her license was held under the name "McOougal Real 
Estate" although she was not actively Involved in the sale of 
real estate at this time. 

Upon the termination of Mr. Perryman's activities, Mrs. McOougal 
changed the name of her real estate company to " Madison Real 
Estate Company". Madison Real Estate became a wholly owned 
subsidiary of Madison Financial Corporation. From that time until 
the present, Mrs. McOougal has performed the duty of supervision 
broker for the various salesmen working for Madison Real Estate. 
Although it is normal practice that the supervising broker 
receives at least thirty percent of commissions generated by the 
salesmen under their supervision, Mrs. McOougal charged no such 
fees. The only fees Mrs. McOougal has received from Madison Real 
Estate are fees for sales she made personally. 

SORENSON ENTERPRISES 

Sorenson Enterprises is a sole proprietorship owned by Erik 
Sorenson. Mr. Sorenson is a general contractor engaged in 
construction and landscaping work. He built the sales office for 
the subdivison at Camden known as Creentree Farms. He also built 
the sales office at Fair Oaks. At several of our subdivisions In 
.southern Arkansas, he supervised the painting and erection of 
signs in entranceways. He employed in these subdivisions a crew 
of men engaged in selective clearing of trees, planting of grass, 
and the general beautification of the subdivisions. Concurrent 
with this activity, Mr. Sorenson was engaged in building houses 
for other persons unrelated to this company. 

Because of the observed quality of his workmanship, he was placed 
under Mr. Dutton's command at little Rock, and given the 
responsibility of constructing or making additions to various 
houses at Maple Creek Farms owned by the company. Vhen the 
company undertook the development of Castle Grande Estates, an 
arrangement was negotiated with Mr. Sorenson whereby for a flat 
monthly fee he would supervise the assembling of the modular 
houses and these duties involveo the preparation of footings and 
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MEMO 


July 1. 1986 


JO: John Latham 
FROM: Jin McDougal 
MADISOW MARKETING 

When th« service corporation undertook its first land development 
orojeet in the spring of 1983, it was determined to primarily 
advertise the home sites through the use of television. The firm 
of Rothman and Lowery was retained as Madison's advertising 
agency. Because her education is in speech and drama, Mrs. 

-McDougal assisted in preparation of copy for the commercials, 
appeared in the commercials, and assisted in editing the 
commercials. She either wrote or rewrote all newspaper copy to 
advertise the subdivision. Until the summer of 1984, the 
corporation undertook the development of other subdivision in 
addition to Maple Creek Farms. 

During this period the creative audio and visual quality of the 
production produced for the media by Rothman and Lowery 
progressively deteriorated. Additionally, the firm freouently 
made mistakes as to the placement of advertising or omitted to 
place advertising when instructed to do so. 

In late summer 1984, after advising the board of directors of the 
savings and loan and after seeking the legal opinion from counsel. 
Mrs McDougal formed Madison Marketing. She undertook, with hireo 
assistants, the writing of copy, taping of spots, and placement of 
advertising for both che savings and loan and the -ervice 
corporation. For the work she received exactly the same fee wnicr. 
''ad been paid Rothman and Lowery, with the exception of the fact 
that she did not charge for production of television spots or the 
writing of newspaper copy. 

Additionally, she negotiated a much lower rate structure witn the 
television stations than the company had been paying when the scs 
were placed through Rothman and Lowery. In late January, :?35. 

*^MeDougal permitted Madison Marketing to become a substciary 
of Madison Financial Corporation. Because Madison Marketing -as it 
^hls point a "recognized agency" by the electronic media. tn;s 
resulted in Madison Financial Corporation receiving the 15 percent 
discount normally given advertising agencies. Mrs. McCoyaai 
continues to perform all the aforementioned duties in conneettsn 
with the comoeny's advertising at no fee. 


1 

/zsCiT" 



Payment of Clinton Loan by Madison Related Entity 
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Soiir«^ Whiter jicr Doclofimcni t 'oipoiation clicck ledgers />Vhiini%a(cr DcvcKifmimt t'orporaiion cancelled checks 
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llo'"« loan O.mk BoirH 
':E^o^T or C-IAMIMAf |r?N 
COMHtNTS 


I It f c r (^.1 C i on cri»c»TMinf Mie in« t i t ut i on ' 9 poiici^9, piiccic?« i".l "xilition. 
coMsid^rcd to H* of ^Mnerviiorv Interest or conr»rn, 19 «*i»wn h.- 1 ?w 

A. r*> I *c C I on.9b Ic Conflictf of Tnt»r»»t 

»oi»( licit of iii(<*r«tc involving J I'nrs McCoiqil. > | , < 1 i j I | i .i-fi 

'•enl»v have been «Im r ineni . 1 1 to the tafeiy •*i'd •o»indoo«« i !i<* Intii- 
t'ition. These individunit are in control of Mie Inst i t nf > •’•! 'Vilifon 
Ciijrin»y) through thojr stock owiiorship. Jjmet McOouf-il ownv i* f t li • 

outstanding Madison shsret. Mis wife, Snian .'tcDongal, nwn« 17. OT. m«» «.fr 
h r *tf her , W i ( I j lien I <* v owoi In on ro !•!« ouiipi'itip cnntiol, 

Mr. McOongsl. as ri'*ident of the Institution's 9ubsi<<ijrr iMvfiion 
Finnncial), hss complete control of the I ml Ir v*» I npment projitp's •lisr.iv<p.( 
in cemnient B, 


This rrntrol •n.9hl»»,| Mr. VcPoneal »o -» rn^r. jr^ t 'le Jc I 1 »,«Mt ind 

(ii'ancinr of t l»e pfoi-cts so that S'lbst.^^tial t.ish p,s>p»»ni$ c''nl-l S# 
li.i>rte«l to hiissnlf, Mcncnral. ^il'isn ■(/•nl<'v 91 «• rtii"r9. *|"*» 

I'.I V ••-ent S li . 1 V** I • t VC t I y lirnr ( i t <*d t he S»» i m.| i v i .1 .i i| 9 . b .if M 1 d i s nn '* ■ 1 r , ( y 
t».9- received little or notiiiii( in return. Mij-e'i they l*ave bren sti icl 'irj 
to ivni.l specific fo'ijf.snce Begulacioos, th-*sf peyn^nts ore cpniritv to rl’o 
tenvr.sl lolicy of the f'lLBB concerning conflicts of interest is s?it«d in 
IiiS'tf.snce Bvenl.stion 5 M .7 ind FMLBB Memor nHMm R-I’s. 


Msnv nf il,«>sr payments h.ive been fnimeloj 1 c h 

. 11 - ownr.l or crntinlled hv the McDoneals. emplpvi.s, relatives of 
o^plnvro-, or cIos* friemls of the MrOo.jeils .ind llen|.*v. In report. 

ir(*'fi.ncr will ho n.Sile to these ill'iividuats IS the .’Ic Oonp 9 | Mr n | »• y liiTip. 
riio.nii the activities of these bnsiness entities -a? be uptoptitte for 9 
sivin.s flnd loan instiCntinn to perform. i».e -idvantoprs associ.ited with 
n.-.e activities accrue to the McDougals and Henley, r.ather thin M.idisen 
-u If ante. As such, these arrangements are contrary to the Fill no* s policv 
concrrnii.g appr opr i at i ons of corporate opportmiitv as e.p|.,,„rd k- 
Ii.-orancp ReguLation 5M.R. 


•'r 'Ic Don gal srar#d n,,, there were no 
"•lerrst rpgul.at ions. 
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^'rUCMIi UCKI ISXII lANK 3CARO 

oma er UAntnATtciis .\.no supeitvisxcN 
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7. ^o^n it ill ffliviftt tliii vii tf>f Pctiidtnt •.•.d 
Chltd titctttlvf Offlctr of JU4iioA-CuiCinty iA 4 4 of ;-.i 
loiid of ouictocij ind i oMor of ttio loird of OUtcteri iAd cr\i 
ficrotiry of m/C. 

f. Sufin MeOouqil wm it ill roltviit tlsoi «if§ of Jioot !• 
McOeufil. aooeor of tho loird of Olrootori of fUiltoA Cuicancy. 
rriiidiot of Midison Aiil Citito* i dUltiOO of lire, and rratidanc 
of KidliOA NiCKiCiAd, i aorvico providor to NidiaoA CuiciAcy and 

lire. 


9 . Hidtaon Roil Cacito «oo o rool iititt Oroaarifo oporition 
ovnod iAd oporatid by Nidiioa flAiaeUl vitb Ita priAcipil broaar 
Sviio licOoofil. 

10 . lUdlion fUebtUif «ii aa idooitiainf ifioey throutn 
«AUA NidlaoA PlAiAoUl aid RidiiOA OuifiAty purchaaod all of ica 
idvortlilAf for itiolf aod NfC*i coal oatato dooolopaoAca. 

11 . Jla# Oavid aod liU laaloy (*Iaalty Iromri*} voro laai 
oatato ioanta aod/or dttolopora for aadlaoa toal latato* who aou 
proparty and cooaload aabataatial eaaalaaloaa aad/or daoolopaaat 
fata froa aadlaoa riaaaclal* 

II. Proof a Caapaay parpartad ta laraa as' indopondant 
aaditar al ladtaaa Cuaraaty aad ita eoAaalldattd lubaidiary 
aadlaaa rUaaaUl far tat yoara 1104 aad IMf. 

IJ. Jaaaa 0* Jdfard at all ralaoaat tlaaa «aa tAo audit and 
aceavAtlao partaar af Praat 4 Caapaay la caarft of tAo aadiaon 
Cuaranty audit. 

14. Podaral loaa Uaa laaa toard la tAt pnaary 
fodaral rotalator of aadlaaa daaraaty. PILII baa aooraifOt of cao 
radaral loaa Laaa laaa al fiallaa aaiai baa dlraot tupocotaory 
raapaaalblllty far aadlaaa daaraaty* 

X? 


If. ma aatlaa arlaaa froa^raat 4 Coapaay'a traaca of ua 
duty aad aorooMat ta praoida prafaaalaaal aarouat u tAst (oi 
dafaadaat Proot a Caapaay otaUtad Caaarally Aaeoptod Auditmo 
Staadarda la caaaactlaa vita Ita audita of. and opimom 
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bOM UMCtATKOII. « f|«c« 
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•• AfkaaflAA 

9roftMi«Ml Aa«oc&Ait«R» aa4 
Ita 4if«cfota Jams AlC«t4o 
NichAal AoiiaaoMo C«ry 0rty« 
CAlaaa aortea, fia CiAM, 
nava luayaciaao Alaa Ouacaa* 
fraai lutta* lurjoria 
Statowita* Jana Ooaa A« 

•« Co 0 

Pafaa4aat. 
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fallaMi 


mutilfa* 4*4 far eaiiaa af acti 
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1. rUUtilf Wtiimm aaataatf tavtafa aa4 taaa Aaaociatien 
(aafalaaftat. a ii U f Oaataatfi la a aiata aaviaaa a loaa 
aaaaaiatiaa 4aif aaattata4 aa4af tla Uva mi taa ft«ta of 
Afkaaaaa. flaiatiff llaiiaas flaaaaUA Cattatatlaa Uaraiaaftar. 
iU4iaaa ftaaaaiaXI la a aaata afeaftaiai aacvataiiaa aai oaaUy 
a^a4 aaaai4Ufft •i Ba4iaaa OMraaty* 

to 0afaa4aat rtaat a Caapaay la a acafaaaiaaai aaaMiatioa 
at pattaataila af fiaUa MHHIffl viu ita friatiaal pUca of 
iaaiaaaa la UttXa aaaa« Atiaaaaao caaptiaaa of taa foiiooiat 
laiialiaai pattaata «aa ata aat CacU aa OaCaaiaatt la paraarapa 

to 

to DaCaa4aata Jaaaa AlXat4« aiaiaal aaaiaaoa* Cary Cray. 
Calaaa aartaa* Toa CiMaa* ttaoa aMparlaao Alaa Ouacaa. fraao 
•atca# aatjatla Uatavita* Jaaa oaaa a« •• C« o art autotora or 
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Mr. Charles D. Campbell 
Vice President 
Security Bank 
?. 0. Box 670 
Paragculd, Arkansas 72450 

Re: Note #957-585 , Bill Clir.tcn 

Bear Mr. Ba.mpbeil: 

inclosed is a VTnite Vater Bevelcprent Corporation check 
for $7,322.42, representing principal payment of $5,CC0 
and interest payment of $2,322 .-k2, on the above note. 

Tr.ank you for ycur attention to tr.ii natter. 


JM/ss 

one 


Sincerely, 
Jim McCougal 






, _.*■ i* r 


P . 0 . J 0 6 70 


PARAGOULO. ARKANSAS 72450 
SOI 239-9S71 


September 30, 1983 


Governor Bill Clinton 
1800 Center 

I Little Rock, AR 7220S 
Dear Governor Clinton: 

Enclosed is a copy of our check 112677 in the asounc of 
$20 800.00 representing the proceeds of your note. The 
original was suiled to: Madison Bank 8 Trust, Kingston, 


Arkansas 



Sincp^ly. 


Charles D. Campbell 
Vice President 




■ ■■ n-. 
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Security Bank 
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PARAOOULO, ARKANSAS 724S0 
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i 20.800.00 


NOT NEGOTIABLE 


:R loan •TTeceeds for Gov. Bill aLnton 
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was treated as an affiliate or related interest of Madison 
Guaranty and therefore subject to conflict of interest statutes. 
From a legal perspective, it could be argued that the McDougals' 
controlling interest in Madison Guaranty and their substantial 
ownership interest in Vfhitewater could qualify Whitewater as an 
**affiliate** of Madison Guaranty. Even if Whitewater is not 
considered a subsidiary, related interest, or affiliate of 
Madison Guaranty, such an extension of funds to a presumably 
**unaffiliated** entity would be very unusual and suspect. 

It has been publicly reported, with respect to this loan 
repayment, that both Whitewater and the Clintons took a tax 
deduction related to interest paid on the same loan > which the 
Clintons later recognized as improper double deduction after an 
article ran in the New York Times . What remains unclear is the 
larger question of whether the funds provided by Madison to 
reduce the Clinton's liability were proper or properly reported 
as income for income tax purposes. 

As you know, we have received broad hints from within the RTC 
that the agency has had uiider review money transfers from Madison 
to Whitewater. We will not know whether this type of activity 
was more pervasive and part of a larger pattern unless, and 
until, the agency provides us the documents we have requested. 

If Madison provided any direct or indirect assistance to 
Whitewater, presumably half the value of such would redound to 
the advantage of each of the half owners. In any regard, the 
above money transfer underscores that then Governor Clinton had 
personal liabilities reduced by a payment from Madison. Such 
payment presumably carz'ies ethical as well as tax implications 
and is part and parcel of the $47 to $60 million estimated 
taxpayer loss at Madison. 

Attachments 
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Th« check McOougal enclosed with his letter to Mr. Campbell 
Is a Whitewater Development Corporation check dated November 
7 1985. The loan number referenced on the memo portion of 

the check is "Mote /975-585." 

According to the check ledgers for the Whitewater 
Development Corporation (WDC) , the corporation's checking 
account had the following balances: $189.50 on 10-10-85; 

and. $12.49 on 10-31-85. However, in order to cover the 
oavment of $7,322.42 on the Clinton loan, a deposit is 
recorded on November 8, 1985 in the amount of $7,500.00. 

The deposit is listed as coming from "Madison Marketing." 

A 1986 Federal Home Loan Bank Board exam gives the 
imoression that Madison Marketing was largely a sham 
corooration used to divert federally insured resources to 
insiders. The exam notes that "Until 1986, Susan McDougal 
owned Madison Marketing." The report also states the 
following: 

"Madison Marketing is paid for doing all the general 
advertising for Madison Guaranty and most of the 
advertising for Madison Financial's land development 
projects. All of Madison Marketing's business is 
derived from Madison Guaranty or its subsidiaries. 

Since 1983 these payments total $1,532,000." 

"Given the evidence of Madison Marketing's invoices, it 
is guestionable how much of these advertising services 
are actually performed by the firm. The actual work 
. . . appears to be performed by others. It would appear 
that Madison Guaranty could have an employee perform 
similar work for much less money." 


"Mr. Latham (an officer of Madison] stated that Madison 
Marketing made no payments to any stockholders. This 
statement is false. As part of a test for s^ 
payments, the examiners discovered two remittances from 
Edison Marketing to Susan McDougal (a large 
stockholder of Madison] which total $50,000. This was 
a test, and there may be additional payments." 


C0MCL08Z0M 

Given the above circumstances, it would appear that federally 
insured deposits (i.e., funds from Madison Guaranty through 
Madison Ma^eting), which, with the later failure of Madison 

in e^firtl'taWr obligations, were transferred for the 
direct personal benefit of the former Governor. 

The above payment also raises the question of whether Whitewater 
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TO: Congrcssaan L«aeh 

FROM: Bankii^ Minority staff 

RE: Madison Guaranty ("Madison") 

In roviowing doeuaants ralatsd to Madison in tho possassibn of 
Minority Banking* wo ,Mvo cons across natorial which nay indicate 
direct paynent of a loan of Bill Clinton's by Madison through a 
subsidiary. 

Since the Minority's investigation is concerned with the possible 
nisuse of federally insured funds to assist Whitewater and/or the 
former Governor* we thought we should share the following 
inforaation with you. 

SBMMMT 

Based on docuaentary evidence available to the Minority* it 
appears that Madison Marketing served* in at least ons instance* 
as a conduit of funds fron Madison Guaranty to Whitewater and 
Governor Clinton. If this is correct, it would appear that 
insured funds fron tbs failed Madison Guaranty ware diverted and 
directly benafitted the Governor and his investaent in 
Whitewater* a claia Clinton had denied. 

OOeOMIMTkTXOlM 

• Xn 1983* Bill Clinton obtained a loan from Security Bank of 
Peragould* Arkansas for approxiaataly $20*800 (loan #975- 
SOS* Bill Clinton). The money froa this loan was used to 
pay off the reaainlng balance of a loan at Madison Bank and 
Trust of Kingston* Arkansas that was providsd for the 
purpose of constructing a modular home on lot #13 at 
whitswator Estates. Tbs loan at Madison Bank was provided 
in 1980 to Hillary Clinton in the amount of $30*000. 

* On Hoveabar 8 * 198S* Jaaes McOougal sent a letter 
a cc oapanied by a check to Charles Caapbsll* Vies President 
of Security Bank of Paragould* for $7*322.43. The letter 
froa McOougal states that the check is principal and 
interest payaant on "Mote #9S7-S8S* Bill Clinton." (Note: 

Xt appears that the loan nuabar is a typographical error 
with the superiaposing of numbers S and 7 in the first three 
digits.] 
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Mr* Ro^ar C. Altnan 
Page 3 

February 3, 1994 


on December 9, 1993, I wrote the RTC requesting access to all 
documents related to Madison Guaranty and its subsidiaries. 

House and Committee Rules, House practices, and judicial precedent 
support the proposition that the Ranking Minority Member is the 
functional counterpart to the Chairman for Committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon, Monday, February 7, 1994. On this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment. 


Sincerely, 

A. LEACH 
RanMng Member 


JAL:gp 

Enclosure 


/Z¥i/ 
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Mr. Roger C. Altnan 
Pago 2 

February 3| 1994 


not strike the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it has been over a year since the Administration has been 
^ in office and it can only be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect, law enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, I would urge that you request from the Department of 
Treasury's General Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman, of the 
House Banking Committee recommending against' extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against SAL wrongdoers. As yod pointed out in your most 
recent letter, this extension "has afforded the RTC an opportunity 
to investigate further any civil claims which nay be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution." Given, however, the impending^ running of the statute 
of limitations for certain kinds of actions, time ie qlsarly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reiterate my request, pursuant to Rules X 
and XX of the^ Rouse Rules for all documents related to Madison 
Guaranty Savings and Loan, Little Rock, Arkansas. As you know. 


/2-¥9a 
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U.S. HOUSE OF REPRESENTATIVES 

COMMinCE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
2 1 2B RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20$ 19-BOSO 

February 3, 1994 
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Mr . Roger €• '^Itban 
Interim CEO 

Resolut ion truit Corporat ion 
80i 17th Street «NW 
Washington, DC 20434 

Dear Mr. Altaian:; 

f ff. in 5 «caipt of your Fobcua'ry :i, 1994 rasponso to tha i.tt.r 
initlatMl by Sanata Republican laadarship concerning Madison 
Savings and Loan and I aa pleased to laarn that tha rtc "will 
vigorously pursue all appropriate renadiaa* with regard to 
Madison's failure. It seees self-apparent that in order for the 
RTC to puraua vigorously all renedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to seek 
and review all Whitewater Development -Corporation documents turned 
over by the White House to the Justice Department. urned 

in its investigation of Madison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 

Janas a^KT susaTMcOou^a? 

hold significant ownership interest in both entitles (approximatelv 
two thirds in Madison and one half in Whitewater) , but the other 
Joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. (See tha attached memo.] 

If the White House chooses to use the Justice Department to shield 
^itewater documents not only from the public and Coi^ress/ but 
goveri^nt agencies, such as tha RTC, which have 
legitimate public lav enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues Involved can te made 
by regulatory authorities. 

I have high regard for your personal integrity, but as you know 
fro« the beginning, it has been an awkward situation to have a 
presidentially appointed and confimed officer of the Treasury 
Departaent also head an independent federal agency, the Resolution 
T^st Corporation (RTC) . When this prospect was first suggested at 
the beginning of the Clinton Adninistration, it did ^ 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


The Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.m. at the offices of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansa's. All directors were present. Tne 
minutes of the previous meeting were read and approved 
as recorded. 


The first order of business, introduced by John Latham, 
was the matter of authorizing prepayment of Jim 
McDougal's bonus. After a full discussion, the 
following resolution *as unanimously adopted, with Jin 
McDougal abstaining from the voting: 


’’RESOLVEDi that the Corporation pre-pay to Jim 
McDougal 530,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development.'* 


There being no further business, the meeting 
adjourned. 


w a s 


( i jfi 

77 1 - 

(Chairman ’ 





Funds 'IVansfcrrcd from Madison Related Entities to 
the Whitewater Development Corporation 
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Source: IVliilcwatcr Development C'orporolioo check ledgers eovenog opproiimaiely SZ Irontacliont in the years IV80. 1983. 1984 and 1985. 1 hesc transactions between Whitesvater 

and Madisnn related entities are derived from a sparse number of check ledgers obtained by tlie Minority. 



Funds from Madison Financial Corporation to Whitewater 
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Source Rcsuluiiun l iust Corpuraiion iccurds 




Payment of Clinton Loan by Madison KelaWd Entity 
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U.S. HOUSE OF REPRESENTATIVES 

COMiarm ON MMUNa nNAMCf AND M 
OM NUNOMO TNMO CONGNUS 

am luviuMi Noust omcf luiLOiNa 

WASHINGTON. OC 20tlt-40SO 
Koreii 14, 1994 
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ThN HononblN liogNr Altaan 
Oilof CMcutivN Of fieor 
RMOlution Trust Corporotlon 

HNulMr, Thrift Dopositor Protection Oversioht Board 
•01 17th Street, N.if« 
ifeshington, O.C. 20434 


Deer nr. Altaens 

You have previously been invited by letter dated March 3, 1994 
to appear before the Cossittee on Banking, Finance and Urban 
Affairs for the purpose of the seniannual appearance of the Thrift 
Depositor Protection Oversight Board. Z expect that Republican 
nenbers of the Coenittee say use the opportunity of the Oversight 
Board hearing to pursue extraneous natters, including Madison 
Cuaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, natters that are the subject of pending 
investigations by Special Counsel Piske or other lav enforcenent 
authorities, or other extraneous natters not specifically set forth 
in section 21A(k) (•) of the Federal Bone Loan Bank Act or the March 
3, 1994 invitation letter vill not be considered pertinent at the 
hearing and need not be ansvered by you. 

Z was the prinary sponsor of the provision to require the 
oversight Board to appear on a seniannual basis so that the 
Connittee could oversee its activities. The recent appropriation 
of funds to the MC, the nanagenent refoms, and FDZC-RTC 
transition nsasures required under Public Law 103-24 clearly 
require the conplete and full attention of the Coenittee in order 
to have a successful Oversight Beard hearing. Z intend to keep the 
hearing so f oc us ed. 

Z look forward to your March 24, 1994 appea rance . 



Chaiman 
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U.s. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND UWAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
2129 RAYBURN MOUSE OFFICE BUILDING 
WASHINGTON. DC 20919-4090 

March 14, 1994 
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Th« Honorabl* Lloyd Bantsan ^ 

Sacratary of tha Traaaury 
Chairman, Thrift Dapoaitor 

Protaction Ovarsight Board 
1500 Pannsylvania Avanua, N.w. 

Washington, O.C. 20220 

Daar Mr. Sacratary: 

You hava praviously been invited by latter dated March 3, 1994 
to aDoaar and testify before tha Comaittaa on Banking, Finance and 
urban Affairs for tha purpose of tha semiannual appearance of the 
Thrift DaDOsitor Protection Ovarsight Board. That latter specifies 
in detail tha matters to which you should direct your testimony. 

I expect that Republican members of tha Committee may use the 
oDDortunity of tha Ovarsight Board hearing to pursue their stated 
interest in extraneous matters, including Madison Guaranty Savings 
and Loan. Any questions regarding Madison Guaranty Savings and 
Loans, matters that are tha subject of pending investigations by 
snacial Counsel Fiska or other law enforcement authorities, or 
other extraneous matters not specifically set 

2iAfk) of the Federal Hone Loan Bank Act or the March 3, 1994 
invitation will not be considered pertinent at the hearing and need 
not be answered by you. 

I was the primary sponsor of the provision to 
overs iaht Board to appear on a semiannual basis so that the 
committam could oversee its activities. The recent 
of fund* to tha RTC, the management reforms, and FDIC-RTC 
^reneitlcmi maasursa reouired under Public Law 103*24 clearly 
^^I4t4 «ild tuU att.ntion o* th. Comitt.. In ord.r 
tohava a succasaful Oversight Board hearing. 1 intend to keep the 
hearing so focused. 


I look forward to your March 24, 1994 appearance 



r Gofsalet 


Chairman 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEC ON SANKtNC. FINANCE AND UflSAN AFFAIRS 
ONE HUNDRED THIRD CONGRf SS 
212t RAVtURN HOUSE OFFICE BUILDING 
WASHINGTON. Oi: 20S1S-40M 

Mirch 14, 1994 
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Mr. Jonathan Fiachtar 

Acting Oiractor 

Offiea of Thrift Suparviaion 

Nanbar, Thrift Oapoaitor Protaction Ovarsight Board 
1700 G Straat, N.W. 

Washington, O.C. 20552 

Oaar Mr. Fiachtar: 


You hava praviously baan invitad by lattar datad March 3, 1994 
to appaar bafora tha coaaittaa on Banking, Finance and Urban 
Affairs for tha purposa of tha sasiannual appaaranca of tha Thrift 
Oapositor Protaction Ovarsight Board. I axpaet that Rapublican 
mambars of tha Conaittaa nay usa tha opportunity of tha Ovarsight 
Board haaring to pursua axtranaous nattars, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, matters that are tha subject of pending 
investigations by special Counsel Fiska or other lav anforctnant 
authorities, or other axtranaous natters not specifically sat forth 
in section 2lA(k) («) of tha Federal Hone Loan Bank Act or tha March 
3, 1994 invitation lattar will not be considered pertinent at the 
haaring and need not be answered by you. 

I was tha prinary sponsor of tha provision to require the 
Ovarsight Board to appaar on a semiannual basis so that the 
Coamittaa could oversea its activities. Tha recant appropriation 
of funds to tha BTC, tha nanaganant reforms, and FOIC-RTC 
transition maasuras required under Public Lav 103*34 clearly 
require tto complato and full attantion of the committao in order 
to hava a successful Ovarsight Beard hearing. I intend to knap the 
haaring sa focused. 

I look forward to your March 24, 1994 appaaranca. 



Chaiman 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTH ON lANKINa FINANCf ANO IMAN AFf AiNS 
ONI HUNOm TMillO CONGMSS 

aut NAViUlM MOUSf OFFiCf MIGOMG 
WASNIN6T0N. OC aOtlt-MtO 

lurch 14, 1994 
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The Honorable Alan Graonapan 
Chainan, Board of Govomora of tho 
Fodoral Xaaorvo Syatan 

HoBbor, Thrift Oopoaitor Protoetlon Ovaraight Board 
20th and Conatltution Avanua, M.V. 
fUahingten, D.C. 20991 

Dane! Nr. Graanapans 

You hava pravioualy baan inyitad by lattar datad March 3, 1994 
to appear bafera tha Coanlttaa on Banking, Finanea and Urban 
Affaira for tha purpoaa of tha aaniannual appear anca of tha Thrift 
Dapoaitor Protection Ovaraight Board. X expect that Bapublican 
■anbara of tha Connittaa nay uaa tha opportunity of tha Oversight 
Board hearing to poraua extranaoua aattara, including Madison 
Guaranty Savinga and Loan. Any guaatiena regarding Madison 
Guaranty Savinga and Loana, aattara that are tha aubjact of pending 
invaatigationa by Special Counsel Fiska or other lav enforcaaent 
authorities, or other extraneous aattara not specif ically sat forth 
in aactioa 2lA(k) (€) of tha Federal Hoaa Loan Bank Act or tha March 
3, 1994 invitation lattar will net be cenaidarad pertinent at tha 
hearing and need net be answered by you. 

a was the priaary sponsor of the provision to raguira the 
ovaraight Board to a p pe a r on a aaniannual basis so that the 
Connittaa could ovarsaa its activities. Tha recant appropriation 
of funds to tha BTC, tha nanaganant rafems, and P0 XC«rtc 
tranaitios naaauras required under Public Lav 103-24 clearly 
require tbs ceaplata and full attention of tha connittaa in order 
to hava a au ccaaa ful Ovaraight Beard hearing. I intend to keep the 
hearing so focused. 

I look fervard to your March 24, j.994 appearance. 



Chaiman 
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aw mo at 


Mr. Andrav C. Hova Jr. 

Acting Chairun 

Federal Deposit Insurance Corporation 

Meeber, Thrift Depositor Protection Oversight Board 

SSO Seventeenth Street, N.lf. 

Washington, D.C. 20429 

Dear Mr. Rove: 


You have previously been invited by letter dated March 3, 1994 
to appear before the Coeeittee on Banking, Finance and Urban 
Affairs for the purpose of the seniannual appearance of the Thrift 
Depositor Protection Oversight Board. I expect that Republican 
meebers of the Coeeittee nay use the opportunity of the Overs iqht 
Board hearing to pursue extraneous natters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loarts, natters that are the subject of pending 
investigations by Special Counsel Fiske or other lav enforcenent 
authorities, or other extraneous natters not specifically set forth 
in section 21A(k) (6) of the Federal Hone Loan Bank Act or the March 
3, 1994 invitation letter will not be coneidered pertinent at the 
hearing and need net be answered by you. 

I was the priaary sponsor of the provision to require the 
oversight Board to appear on a seniannual basis so that the 
conaittee could oversee its activities. The recent appropriation 
of funds to the RTC, the nanageaent reforaa, and FDIC-RTC 
transition aeasures required under Public Lav 103-24 clearly 
require the coaplete and full attention of the Conaittee in order 
to have a successful Oversight Board hearing. X intend to keep the 
hearing so focused. 

X look forward to your March 24, 1994 appearance. 
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u s. HOUSE OF REPRESENTATIVES 

CpMMn^blllMinN^^ 

ONI KUMOIICD TMmO CONGIIISB 
2l|t MYtUmi NOUM omcf OINUIINa 

Karch 10, 1994 


Mr. Jonathin Piachtar 
Aetina Dlraetor 
Offica of Thrift Suparviaion 
1700 G Straat, W 
Haahiiigtoii, O.C. 30892 



Daar Hr. Piaehtart 


You hava raeantly raeaivad lettara froa Congraasaan Jia Laach 
raqaaatina aooeaa to all docuaanta you posaaaa concarning Kadiacm 
Guaranty aavinga and Xioan and ita auhaidlarlaa. Tha March 9 ,. 1994 
lattar atataa that, *Nanbara of tha coonittaa ulll naad aoeasa to 
thia aaterlal to praparf for tha upcoaing (RTC ovaralght] haarlnga 
and to parfom thalr ongoing ovaralght raaponalbilitiaa.” 

Thia lattar ia to infora you that tha Banking CoBnittaa ia not 
conducting an invaatlgatlon of Nadiaon Guaranty Savinga and Loan 
or raiatad aattara at thia tiaa. Nr. Laach*a requaata do not 
ccnatituta a Ruia x or Rula XI Invaatigation undar tha Kouaa Rulaa« 
A haaring doaa not provida tha haaia for a aaiibar of Congraaa to 
ohtaln doeuaanta to idiieh ha or aha ia not otharviaa antitlad*^ I 
will raquaat any InforBation naadad by tha Comaittaa in ordar to 
prapara for any Thrift Dapoaitor Protection Board ovaralght. 
haaringa purauant to aaetion 21A(k)(6) of tha FHLB Aet and vill 
sake it availabia to uanbara of tha Coanittaa, aa appropriate. 

Z truat that you vill give Congraaaaan Laa<di*a raguaata tha 
conaidaration they narit and extend to hia tha aaaa courtaaiaa you 
would axtand to any 
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